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The Cost of ignorance 


HERE are two nations today: those who realise the plight of 

Britain, and the looming catastrophe which threatens the British 
economy and perhaps the British way of life; and those who still 
cherish the illusion of prosperity, the full wage packet, and the easy 
profit, In recent weeks, thanks largely to the frank realism of Sir 
Stafford Cripps, the gulf of understanding between the two. has 
nacrowed. But it must be reluctantly confessed, even now, that the 
majority of the people are still unable, or unwilling, to form any 
conception of the economic—and ultimately the political—peril in which — 
the country stands. Unrelieved gloom, like intense cold, soon ceases 
to act as a stimulus ; it quickly numbs the senses and paralyses the 
muscles. 

That is perhaps the chief danger of the moment. The shocks which 
the Government administered in the White Paper on Personal Incomes 
have had a short-lived effect. Indeed, it is disheartening to see how 
quickly the lessons which the White Paper preaches have. been lost 
in unprofitable bickering about austerity by fair shares, and in indignant 
denunciation of those companies who are froward enough to: imerease 
their dividends. Yet indeed the boot is on the other foot. For, as the 
price of a stop on wages (itself subject to an impressive list of escape 
clauses of varying justification) the Trades Union Congress has 
managed to secure the principle, offered to it by the Chancellor of 
the Exchequer, that prices and profits must be reduced. In other 
words, the policy of the wage stop has been re-written by Transport 
House into a doctrine of higher real wages. The old grey mare of the 
TUC, as. Low draws her, is more subtle than she seems. 


Nothing could better illustrate the Government’s failure to “ put the 
crisis over.” There has admittedly been a great improvement in publicity 
about economic affairs since the ineffectual “ Work or Want” campaign. 
But it is still couched in terms utterly remote from the average man. 
Confront a steelworker with the White Paper on the Balance of Pay- 
ments, and he will just scratch his head, or turn to his football pool 
coupon. Dockers do not read White Papers on Personal Incomes, and 
they are not greatly moved by frozen prices for “adornments and 
accessories for apparel.” The forthcoming Economic Survey for 1948, 
which is expected during the next ten days, will, on the authority of 
Lord Addison, “‘ not attempt to hide or gloss over the difficulties which 
confront us.” But how many people will read and understand it ? 
Failure to understand is not a matter necessarily for blame, for these 


_ are formidable documents, and even the expert often has difficulty in 
Be . 
an “ “yet inspired by the common touch. 


their content. What is needed is something which is honest, 


That demands the observance. of two. conditions. First, it requires 


the most scrupulous regard for facts, umtinctured by political hopes 
or prejudices.. Secondly, it must show the average man and woman 
what: the facts mean in terms of the food on. their plates and the clothes 
. op their. ‘backs. It means that Mr Strachey should cease to. make 
- Consoling “assurances about food supplies this year, and that he should 
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330 
give the people a week’s taste of the kind of rations to which 
the country will be reduced by the end of the year if Marshall 
aid does not arrive. It means—to take an example from Lord 
Pakenham’s speech in Tuesday’s debate in the House of Lords— 
that the Government is not doing its simple democratic duty 
if it declines to take “ extreme measures of austerity,” merely 
on the ground that they would only damage the British people 
and their power of recovery, “so long as there is a reasonable 
prospect that they will be unnecessary in the event.” This 
line of argument is reminiscent of Mr Morrison last July, just 
before the storm broke. It blandly assumes that Marshall aid 
will provide a permanent way of escape, instead of a short 


~ breathing space. 


* 


The time has long since passed for such illusions. But where is 
the spur to action to be found ? Is it, as Lord Samuel suggested, 
to be found in higher money incentives, by reducing the burden 
of taxation ? There is little doubt that a change in the method 
of levying PAYE (on the lines which have frequently been 
advocated in these columns in the past) would remove much of 
the resistance to increased output and overtime working which 
it now sets up. But it is necessary to go carefully in any change 
which would increase the net spendable income of any section 
of the community without the firmest assurance that the relief 
would be fully compensated in increased production. It is 
becoming fashionable to argue that high direct and indirect 
taxation are themselves causes of increased inflation, because 
they put prices up and at the same time increase the demand 
for more wages to pay higher prices. The argument confuses 
cause and effect, but at any rate it concedes that high taxes 
succeed in their first purpose of preventing people from 
consuming so much. 

That is where the emphasis properly belongs—on the need 
still further to reduce standards of consumption which are 
already grievously low. No money incentives can do much to 
alter this situation ; the experience of the entire postwar period 
shows that money without goods to back it breeds inflation and 
disillusionment. It cannot be repeated too often that even with 
the powerful support of the American loan, inflation, though 
concealed within respectable limits, has been rampant. Now it 
is reflected in a dollar drain, from Britain’s last reserves, which 
in January reached the alarming level of £573 million, com- 


The Fall 


NCE again long and careful preparation, ruthless single- 
mindedness and clever use of the whole party box of tricks 
have brought the Communists a bloodless victory. Against the 
prestige and national veneration enjoyed by President Benes, 
against the instincts and traditions of a people which during 
four centuries has defied tyrants and conquerors, against a 
majority of the electorate and against a strong and not com- 
pletely unprincipled Social Democrat Party, the Czech Com- 
munists have taken all but the last steps towards the estab- 
lishment of a “ People’s” Republic in Czechoslovakia. The 
new cabinet, in which every post that matters is in Communist 
hands, can now spend the next weeks or months in “ rigging ” 
the spring elections. The broadest bridge between east and 
west has been blown. A further proof has been given that 
Communists will not work loyally with other parties in any 
system that remotely resembles free, just and parliamentary 
government. 

Those who wish to sugar the bitter pill which is now being 
swallowed by millions of Czechs and Slovaks ask us to believe 
that a choice had to be made in Czechoslovakia between what 
is called strict state planning and a compromise between demo- 
cratic and socialist ideas. That is far less than half the story. 
Others may declare that the security of Russia demanded Com- 
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pared with £48 million in December. It may be true that 
January drain was inflated by special drawings. by.India ang 
Pakistan, and by seasonal payments for cotton, but it is g 
midable and frightening figure none the less). — 5 
Must the conclusion, then, be sheer despair? Are the Brien 
people incapable of hoisting themselves by their own <r 


Will they defeat themselves in an orgy of self-pity 

is a section of American opinion, and of British t00, 
holds that Britain is down and out. _ But the British 
are capable, even now, of a courageous effort of self heh “ee 
The weak spots are still obvious. Coal production is showing 
disquieting signs of lagging well below the output which js 
needed to hit this year’s target, and to fulfill the promised level 
of exports. Even so, stocks still exceed 143 million tons, and 
one of the greatest contributions to European recovery would 
be a speedier rate of export. The cotton industry remains under- 
manned, but it is still jealous of its shorter week, and resistagt 
to the appeal for overtime working. These examples could be. 
multiplied throughout British industry. Despite the improye- 
ments in production which have occurred—in which some 
industries (notably steel) can take particular pride—it is true to 
say of British industry today that it is working at too low 
pressure and for too few hours a week. 

Who will have the courage to lead the movement for a longer 
working week? Sir Stafford Cripps has a double burden of 
duties which must tax even his powers, and it implies no dis- 
respect of his qualities to point out that their greatest appeal j is 
not to the mass. There was a time when Mr Morrison made 
effective speeches in the country which combined economic 
good sense with the right popular touch, but except for skidding 
too hastily round Recovery Corner, he has been strangel¥ silent 





ee 


in recent months. Are the preoccupations of party management 


so vital and absorbing that he cannot spare the time for explain- 


ing, in homely terms and without party rancour, the situation. 
of the country today? Or does he, like the ex-Chancellor, still 
refuse to recognise them? Some spokesman for the Govern-,, 


ment must evoke a new expansionist spirit in production and 


effort, not indeed for the purpose of consuming more, as the. 


TUC would wish, but of building more and exporting more. 
The alternative is growing frustration soon followed by collapse. 
Let there be an end to demagogy, and instead a new technique 
of democratic explanation and encouragement. 


of Prague 


munist predominance in Prague. That is no part of the story 
and entirely untrue. The loyalty of the former coalition govern 
ment to Russia in all essential matters could be depended on 
absolutely. The incredible story of the plot prepared against it 
by non-Communist parties and “ agents of the West ” has been 


given an even more perfunctory and bogus form than usual. 


The issue is crystal clear, as our Prague. Correspondent points 
out in an article on page 346: the Communist Party, which 
won 37 per cent of the votes at the elections in 1946, wished to 
impose its will on the elected representatives of the majority of 
the Czech and Slovak nations. It wished to do so now because 


it feared a reverse in the elections two months hence. It has | 
now manceuvred itself into-a position where the result of those 


elections is a foregone conclusion. The latest from Prague is 
that a purge has begun. 


The conflict between the Communists and the other parties 
has been growing for some months. The stents ot ON 


Czechoslovak Communists to the Cominform was hardly con- 


sistent with the maintenance of a “ Popular Front ” policy. Ever 


SS a en eee have: seine Sie ie caer 
wished to replace the 


National Socialists ( in their ideas to the 


approximating 
Radicals), Populists (Catholic democrats from the Czech pro 


five-party coalition—which included — 
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yinces) and Slovak Democrats (a heterogeneous collection of 
centre and right elements)—by a two-party government, in 
which the Social Democrats would play a not very brilliant 
second to the Communist lead. But the Socialists refused to be 
wooed and the other parties stood firm, 

After nearly two years of debate the Constituent Assembly 
had failed to produce a constitution, and new elections could 
not be postponed beyond May. The Communists. knew they 
were losing ground in the factories to the Socialists, and in 
the villages to the other parties, They could not hope to 
repeat the success of May, 1946. As the elections approached 
the parties began to compete in demagogic offers to the public. 
The non-Communists took up the cause of the grossly under- 
paid civil servants ; and the Communist-controlled trade unions, 
which opposed an imcrease in civil service pay, demanded 
further measures of nationalisation. The crisis came to a head 
on February 13th. The non-Communist members of the 
Cabinet carried a majority resolution instructing the Communist 
Minister of the Interior to stop his campaign—pursued with 
varying intensity ever since 1945 against increasing protests 
from democrats in and outside Parliament—of turning the 
police force into a department of the Communist Party. The 
resolution was then simply ignored by the Minister and by the 
Communist Premier, Gottwald. Twelve ministers—from the 
National Socialist, Populist and Slovak Democrat parties but 
not from the Social Democrats—resigned on February 2oth. 

In the following week the Communists quickly and efficiently 
seized the controls of the state, and demanded that a new 
government be formed, under Gottwald’s premiership, but with- 
out any of the ministers who had resigned. The police were 
issued with arms, and seem everywhere to have obeyed the Com- 
munist orders, Local authorities were instructed to take orders 
from “ action committees ” of local Communists appointed by 
the party headquarters, and they, too, appear meekly to have 
submitted. In Slovakia Dr Husak, Communist “ premier ” of 
the “ Board of Commissioners ” (regional government) simply 
kicked out the majority of his Democrat colleagues. Communist 
armed gangs occupied the headquarters in Prague of the 
National Socialist and Social Democrat parties. The Minister 
of the Interior announced that he had discovered a subversive 
plot, and the “independent ” War Minister, the fellow-travel- 
ling General Svoboda, ordered the army to stand aside from 
politics and be on its guard against “foreign agents who are 
enemies of the Soviet Union.” Several newspapers were sup- 
pressed and others were intimidated. It was announced that 
Parliament was adjourned. Mass demonstrations of workers 
were organised in Prague. 

Two uncertain factors remained: the Social Democrat 
Party and the President. The Socialists had supported the 
cabinet resolution on the police which opened the crisis, but 
their representatives in the cabinet did not resign. Dr Benes 
openly stated his belief in Parliamentary methods and in the 
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necessity of government by all parties. What kind of pressure 
was used upon them is not yet known, but in ‘the end both’ 
succumbed. The President wrote a tragic letter to Gottwald 
accepting his terms—a government of Communists and left 
wing Socialists, in which the other parties are nominally in- 
cluded in the persons of several individuals who are quite 
unrepresentative of their policies. 

* 

It does not look as if Czechoslovakia will now pass straight to 
the Jugoslav type of totalitarian regime. Probably the technique 
used in Hungary will be followed: the non-Communist parties 
ate deprived of their real leaders, subjected to a series of arti- 
ficially provoked “ splits,” and forced to take part in elections 
under a bogus “ coalition programme.” At the elections there 
ate few flagrant scandals, but the general belief that the vote 
will not be secret (even if it is in fact) causes many opponents 
of the government to vote for it, and the Coramunist vote is 
increased by falsification of polling cards. The parties keep 
their newspapers, but their freedom is whittled away. All this 
is now so familiar that neither President Benes nor the average 
democratic Czech citizen can have any illusion about the future. 

Perhaps the most striking feature of the whole crisis is the 
amateurishness of the non-Communists. The issue on which 
the three parties resigned was a good one, but their action seems 
to have been utterly unprepared, If they expected that the 
Communists would not take unconstitutional action, then they 
should at least have made their position constitutionally im- 
pregnable by enlisting the support of the Socialists, without 
whom they had not even a majority in Parliament, The 
Socialists themselves were. divided, and the fellow-travelling 
minority within their ranks, led by the rejected party leader 
Fierlinger, succeeded (by what means is not yet known) in im- 
posing its views. Perhaps the leaders feared to expose their 
workers to victimisation by Communist management in the 
factories. Perhaps they were swayed by an appeal to “ Marxist 
loyalty.” But it seems a curious blindness in the resigning 
Ministers to have expected the Communists to behave. consti- 
tutionally. Even if the Socialists had joined them, they could 
not have stood up to Communist force except with force. But, 
far from being subversive plotters, they do not seem to have 
made any plans. The army’s General Staff has long been 
“ penetrated ” by Communists, but this was certainly not true 
of the bulk of officers or men. Even the police contained many 
non-Communists. Yet the party leaders cannot have thought 
out anything beforehand. 

Western criticism of Czech democrats for not “ standing up 
to” the Communists now is, of course, as unfair as British 
or French criticisms of Benes for not fighting alone in 
1938. But even if western aid had been available it is doubtful 
whether the Czech democrats would have wished for it. Civil 
war and western aid would have led either to international war 
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or to a major political defeat for the Soviet Union. But Czech 
democrats do not wish to humiliate the Soviets. All Czechs 
firmly believe that their eternal enemy, bound one day to recover 
strength, is the German, and that only Russia can defend them 
against him. This conviction has paralysed the will of the 
Czechs to resist Communist terror. So much do they desire 
Russia to defend their independence against a German danger 
which today does not exist, that they have handed over that 
same independence to Russia’s authorised agents, whose yoke 
experience has shown to be no lighter than that of the Nazis. 

Most Czechs were, and are still, devoted to political demo- 
cracy and proudly aware that they belong to the culture of the 
West ; but they were equally determined to maintain their 
alliance with Russia. More passionately than any other nation, 
the Czechs desired friendship with both West and East. In this 
President Benes, with his pathetic hesitations and his wishful 
thinking, was a true symbol of his people. 

The events of the last week have given final proof that this 
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kind of reconciliation of West and East is not p . 
there was a people on whose loyalty the Russians could ¢ 
it is the Czechs. No one could be “ friendlier” to the‘ 
Union than President Benes or the Czechoslovak party leaden, 
There was absolutely no need for Communist domination jy, 
guarantee of Russian security. But the truth is that the men in 
the Kremlin do not want friends. The human race is for them 
divided into enemies and slaves. Not until power is 
lised by a Communist clique, all ideological influences from th 
West excluded, and personal friendship of individual 

with westerners made a crime, can the Kremlin be satisfied 
any country. The Gleichschaltung of South-Eastern va 
had already provided some fairly convincing examples. By 
there was still hope that this technique would not be applied 
to Czechoslovakia. Now the hopes are shattered. The Process 
will take time to complete, just as the process initiated g 
Munich was not completed until March, 1939.. But the decisive 
step has been taken. 





Western Conterence 


HERE is no obvious connection between the fraud and 
violence of the Communist coup in Prague (which is dis- 
cussed in detail in the preceding article) and the talks which 
have opened in London on the future of Western Germany. Yet 
in reality the one event throws much light on the other, and the 
statesmen meeting at Lancaster House will succeed better if 
they know how to interpret the portents in the Czech tragedy. 

The first issue to be decided in London is whether Western 
Germany is to be considered as the Anglo-American share of 
Potsdam Germany or whether it is to become one of the 
economic lynchpins of a new Western Association. Hitherto 
the issue may not have been formulated in such simple terms. 
There are several reasons which still make the British and the 
Americans hesitate to accept so sharp a cleavage. The first is a 
lingering hope that the Russians, having shown a hint of com- 
promise on the issue of a single currency reform for Germany— 
they have in fact abandoned their claim to do the printing of 
the new notes in Leipzig—may still be persuaded to co-operate 
in a wider economic settlement for Germany. The second 
reason is a certain unreadiness to face the issue of western asso- 
ciation in a specific and concrete form. It is only a few weeks 
since Mr Bevin waved a vague blessing over the project. The 
precise political and economic implications have still to be 
worked out. 

But if there have been hesitations, the Czech crisis should 
end them. The seizure of total power by the Communists in 
Czechoslovakia has one principal cause—their growing realisa- 
ction that they-might lose ground at the approaching general 
elections. The methods they have used to ensure complete 
domination are such that the lesson for the West is surely clear. 
Any arrangement or compromise reached with the Russians or 
their Communist allies will last precisely so long as it serves 
Russian-Communist interests. While it is still in operation, it 
will be used to extend the control of Communists over key posi- 
tions in the political and economic field: When the moment 
of usefulness has passed, the non-Communist partners in the 
compromise will wake one morning to find the Communists in 
control. A Germany in which the Russians and the Communists 
had complete freedom of action would not necessarily share 
Czechoslovakia’s fate—Western interest and control are too 
strong—but it would be a completely unworkable system in 
which, under the pretence of, co-operation, the. Communists 
would press relentlessly for the seizureoof power. : 

There is nothing particularly new in this melancholy situa- 


tion. Russian tactics have been pursuing the same ends since 
the firing stopped in 1945. But the Anglo-American hope of 
greater co-operation has lingered on, obstructing the formation 
of fresh policy and clogging the wheels of thought. The 
d'état m Prague, which throws such a glaring light on Com 
munist strategy, should banish once and for all the idea tha 
the Russians in their present mood can share the political and 
economic control of anything, and certainly not of an area se 
fateful and decisive as Germany. 


If the idea of quadripartite control must be abandoned, whe 
is the alternative ? On this point, too, the Czech disaster throw 
some light. The seizure of power in Prague is the culminating 
step in a series of drastic actions whereby the Communiss 
have taken over complete control in Eastern Europe in the last 
six months. Its timing is significant. The increased pressure 
has very largely followed the announcement of the Marshall 
Plan to which, it will be recalled, the first instinctive reaction af 
both Poles and Czechs was to adhere. In other words, the offer 
of American assistance to fill the gaps in a joint European plan 
of economic recovery was the West’s first effective counter 
move against Communist pressure ; and the extent of its attat 
tiveness is measured by the violence with which the Com 
munists have felt themselves compelled to crush non-Comt 
munist Opinion throughout the Russian zone of influence. 
Under these conditions, can it be doubted that the mos 
effective weapon in the armoury of the Western Powers to 
check a further expansion of Communism lies in developing 
as speedily and courageously as possible the one policy which 
the Communists obviously fear ? Western policy for the next 
five years has one“Only’priority: to turn the Marshall Pian and 
the associated project of a western union into a workable 
political reality. 


If this priority is accepted, the London talks fall into perspec- 
tive. They are not designed to throw to France and Benelux 
as many sops as can be spared from the quadripartite table. 
They are the nucleus of a Western European conference 10 
work out the place of Western Germany in the Marshall Plan 
and in a western association. The first day’s discussions between 
Britain, France and America have given encouraging hints— 
the conference is mercifully private—that the wider view bat 
prevailed. An official invitation ‘has gone to Belgium, Holland 
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and Luxemburg to take part in the discussions on all matters 
of concern to them ; there are ais ioel | ao ere 
suggested agenda of seven items} —= {6 

The association of the Benelux duaneaciait: in : gutldy sebading 

Germany. 

The relationship of Western Germany under the Occupying 

Powers to the European Recovery Programme. 

The role of German economy in the European economy and 
contro! of the Ruhr, 

Security measures against Germany. 

Reparations. 

The evolution of the political and economic organisation of 

Germany. 

Provisional territorial arrangements. 

On such an agenda, it should be possible to make genuine 
progress. Nevertheless, the divisions between the Western 
Allies and the extent to which their divergent views have yet to 
be brought into harmony must not be under-estimated. There 
are minor points of difference on reparations, since the execu- 
tion of policy by the British and the Americans has aroused 
accusations of dilatoriness and insufficiency in France and in the 
Benelux Union, The minor territorial claims put forward by 
Holland and Belgium have not yet been examined by any inter- 
national body.. The question of security measures against 
Germany is part of the general question of Western security 
and of the adequacy of pacts on the model of Dunkirk to protect 
it. But the biggest division lies between the so-called “cen- 
tralising tendencies” of the Anglo-American. administration in 
Germany and the federalist convictions of France and Benelux. 
This question in turn vitally affects the problem of integrating 
the West German community with a wider European unity. 

The French and, to a somewhat lesser extent, the Benelux 
Union criticise the new Economic Council set up by the 
Americans and the British at Frankfurt. They believe that the 
concentration of economic power in the hands of central minis- 
tries and the centralisation of financial policy in the new States 
Union Bank will weaken the authority of the State Govern- 
ments. They fear it may recreate a strong centralised 
German regime, capable on some future day of directing the 
angry undercurrent of German nationalism into a new crusade. 
To these fears the British and the Americans reply that the bal- 
kanisation of the economy of Western Germany has alreadgpro- 
ceeded so far that the country cannot possibly recover from its 
appalling economic collapse unless an economic area is restored 
large enough to support a population of nearly 40 million people. 
State barriers are one of the roots of the crippling food shortage. 
The Ruhr cannot exist without some agricultural hinterland. 
The whole of Bizonia can hardly maintain itself if the richest 
agricultural state—Bavaria—flirts with separatism. 

This is the deadlock—between the political decentralisation 
necessary to foster local German loyalties and to avoid a dan- 
gerous concentration of political power, and the economic unifi- 
cation essential to the recovery of a functioning economy. The 
French and Benelux are clearly justifi¢d in their fears that a 
strong Economic Council and later a provisional Government in 
Frankfurt will overshadow the Lander. German loyalty is still 
stronger than Bavarian or Hanoverian ‘or Rhineland loyalties, 
and if a rallying point is provided, the rally will occur. Equally, 
the British and Americans are justified in underlining the 
fact that the present divided Zonal and Lander economy is 
unworkable, Not only is a chain of separate Lander insufficient 
to support the weight of German industry; the whole of 
Western Germany is hardly sufficient to give the necessary 
economic elbow-room for an industrial system built in the first 
place to serve the whole Reich. 
ees is no solution cf the deadlock in ap German ee 

way to approach it is by raising the question to 
bake any West European association. The dilemma facing 
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Western Germany—between local political sovereignty and the 
need for a large, unified, free trading economic area—is simply 
the microcosm of the larger European problem of how to pre- 
serve political autonomy, which no state will quite abandon, 
with the greater economic unity which they all recognise to. be 
necessary. If the split between local sovereignty and centralised 
economics in Germany can be adjusted to the plan for European 
economic integration, there need be no fear of Frankfurt over- 
shadowing the Lander ; for it will itself be only a small unit in 
an economic association which includes Paris and Brussels and 
London as well. If the area of genuine economic co-operation 
can be widened to include the whole of Western Europe, a 
federal German Government in Frankfurt would not represent 
an overwhelming concentration of economic power, for the 
power would be spread over the wider area. And such a distri- 
bution of economic power would strengthen, not weaken, the 
political authority of the different federal German states. 

The first approach to the problem of reconciling federalist 
and centralist tendencies inside Western Germany, and the first 
approach to the problem of integrating the area with the 
Marshall Plan and a possible western association are funda- 
mentally the same: it is to determine the concrete possibilities 
of union and to apply them to the German case. If the first 
approach is to lie through the control of certain key industries, 
the international administration of the coal and steel of the 
Ruhr can be the starting point of a wider scheme. If the project 
of a multilateral trading system based upon a common West 
European dollar pool is to be discussed, the last word on the 
control of German foreign trade will not be in Frankfurt but at 
Paris or London or Basle. If steps are to be taken towards a 
customs union, Bavaria will be a candidate as well as Luxem- 
burg: If a central West European organisation is to advise the 
American administration on the allocation and distribution of 
raw materials under the Recovery Programme, the needs of 
the Ruhr will be decided not in Frankfurt but in the adminis- 
trative centre of Western Europe. 


* 


At this point there will no doubt be protests that such a 
scheme is completely impracticable. It is outside the terms of 
reference of the London conference. It assumes the ending of 
direct Anglo-American control in Germany. It assumes the 
acceptance of concrete schemes of economic integration in the 
rest of Europe. It assumes that the sacrifices of sovereignty 
imposed on the German Lander will, to some extent, be shared 
by other members of a western association. It assumes that the 
rationing of London as of Frankfurt may be in the hands of an 
international body. Is it not clear that such proposals are 
wildly unrealistic and that the solution of the German problem 
must be tackled in a much more modest way ? 

No one will deny that the approach advocated here is ambi- 
tious, and that it demands a readiness both for co-operation and 
sacrifice far outstripping anything that the Western Allies have 
shown any readiness to accept so far. But who would deny 
that the achievement of Mr Bevin’s western union and the 
successful operation of the Marshall Plan are themselves 
fantastically ambitious ? Do people imagine that Western 
Europe can crawl into union painlessly, without anyone really 
noticing what is going on ? Do people imagine that European 
recovery is something which will be simply decided by Congress 
in Washington and then descend like manna on a complacent 
Europe ? The London talks are the first opportunity yet 
offered to the statesmen of Western Europe to stop talking 
banalities and generalities, and to tackle the real and daunting 
difficulties that stand in their way. If they fail to take this 
opportunity, if they move no further than the re-affirmation of 
general ideas, the whole conception of Western association nfay 
ON cata an en tae eR ee 
international effort—the curse of a false start. 
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Arithmetic of the Subsidies 


N several respects, Mr Strachey’s defence, at the end of 

Monday’s debate on the Supplementary Estimate of £142 
million for the Ministry of Food, was uninformative. Mr 
Strachey claimed that, the Argentine agreement was something 
for which the country should be “extremely thankful ”— 
because it was based on inconvertible sterling. The time for 
such claims will be twelve months ahead, when Britain has no 
capital assets for sale. On prices, the Minister of Food was 
as secretive as ever ; the argument that disclosure would be 
against the public interest because it would embarrass “ those 
very eminent business men who conduct these negotiations for 
us” was always thin, and it is now intellectually threadbare. 
On subsidies, the Minister forecast that, at the end of the 
year—which means at the end of the financial year to 
March 31st next—the cost of the subsidies will “come out 
very near to the predicted figure of £392 million.” 

To discover exactly where the truth lies about subsidies 
involves much complicated arithmetic. Changes in rations 
and in prices paid to producers and charged to consumers 
affect the total rate of subsidies, and they enable the Govern- 
ment to keep the total cost within the limit of any precon- 
ceived figure, so long as the prices paid for imports are not 
rising out of hand. It should be recalled that the Government 
is bound by Mr Dalton’s twice-repeated undertaking to limit 
the cost of the food subsidies to £392 million for the current 
year. But since these declarations were made, the cost of im- 
ported foods has risen sharply ; already the cost of subsidies 
on imported foods exceeds that on home-produced foods. 

This increase, however, is only a pallid reflection of the 
increase in prices which the Ministry of Food has within recent 
weeks undertaken to pay under new contracts. A little ferreting 
through the ludicrous barrier of silence which the Ministry 
attempts to erect round its price policy shows that Empire sugar 
has gone up by £3 a ton, Empire butter by £30 a ton, Danish 
butter by £79 10s. a ton, Empire cheese by £15 10s., Danish 
bacon by £65, Canadian wheat by £4 a ton, and Danish eggs 
by 8s. 6d. a long hundred. Mr Strachey asserted on Monday 
that the cost of maize under the Argentine agreement was “ very 
appreciably less” than £30 a ton—<alculations in The 
Economist last week suggested that the price might be as high 
as {35—but perhaps the full text of the agreement will show 
whether this is a true or a notional price. Moreover, the cost 
of home-produced food during the coming year will also rise, 
perhaps to the extent of £25 million. 

In the light of these increases in prices, it follows that if the 
existing level of subsidies is to be maintained—or reduced—the 
policy of stabilising the cost of living at an artificially low level 
must be modified, and that prices to the consumer must be 
allowed to rise. The time has passed for small adjustments in 
the supplies and prices of particular commodities to keep the 
total of subsidies within a fixed limit. Some increases in retail 
prices have indeed already been made. Sugar was raised from 


3d. to $d, a pound in November, and more recently bacon has ° 


been raised from Is. 6d. to 2s. o}d. a pound, and eggs from 
1s. od. to 3s. a dozen. 

Obviously, the Government will have to.consider this problem 
between now and the Budget. Indeed, Sir Stafford Cripps 
stated last week, in connection with the Argentine agreement, 
that an increase in the price of meat, or a reduction in the 
amount consumed, “would depend on the adjustinent of 
subsidies,” which would be decided soon. Mr Strachey’s 
claim that the subsidies will not exceed the budgeted figure 
of £392 million may have some validity for the year which is 
just closing—though indeed it is difficult to see how the total 






cost can be kept within the limit—but it will have 
the coming year, if rations and retail prices are unch peg 
Two tables which accompany this article give the 
arithmetic of the food subsidies. The first compares the cog 
of the subsidies during and since the war with the “ment 
of imported and home-produced food prices, the cost of living 
and the ever-rising trend of wage rates. This table gives the 
familiar story of the growing burden of the subsidies (whid 
current Labour Party propaganda suggests is borne “by 
Government ” whereas, of course, it is met ‘by taxpayers of 
every class) and their failure to arrest the rising course of wage 
rates. The second table is concerned more specifically ‘with 
the apparent increase in the cost of food subsidies during th 
current year. This second table demands a little explanation, 
To some extent, admittedly, apparent changes in the cost of 
various items may reflect changes in methods of estimating, 
Yet sufficient data have been published to obtain what ought 
to be a reasonably reliable estimate of the current cost of the 
subsidies. Table II shows the original estimate of cost, made 
at the beginning of the present financial year, and a revised 
estimate given to Parliament last November. Only three items 
show a reduction in the revised estimate—cheese and butter 
(of which the rations were reduced) and potatoes (of which 
there was a light crop). On the assumption that “ other items” 
remained unchanged at £89 million, the revised cost of sub- 
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sidies as estimated last November was running at an 

rate of rather over £430 million. But since some of the un- 

items—including animal feeding stuffs and the milk 

ust be costing more to subsidise than they did last 

, the actual cost of the total subsidy bill might even 
Geacieking £450 million. 

There is a sharp contrast between these figures and Mr 
Steachey’s claim that the budget figure of £392 million will 
got be exceeded. Moreover, they can be cross-checked by 
actual consumption of foodstuffs in 1947—the assumption 
implied in this check, that consumption in the first quarter 
of 1948 is similar to that of the first quarter of 1947 is near 
enough for this purpose. _ Consumption figures are given 
in the Digest of Statistics for the main classes of foods 
(column 5); from these it is possible to calculate the total cost 
of subsidies (column 3) by applying the known rates of sub- 
sidy for each item, just as it is possible to compute from the 
estimated cost of subsidies last November (column 2) the 
physical quantities of foods to which they presumably relate. 
Columns 2 and § are fact; columms 4 and 3 are the converse 
of the same facts. 

The estimates of cost in column 3 suggest that the burden 
of subsidies, based on the consumption of 1947, might be well 
in excess of £460 million. How far is this figure reliable ? 
It will be noticed that the items in column 3 agree quite 
chsely with those in column 2, with the principal excep- 
tions of shell eggs, sugar, margarine and cooking fat. The 
difference in shell eggs may be partly due to consumption of 
(unsubsidised) eggs by domestic poultry keepers, and in the 
other items to the inclusion of deliveries to domestic manu- 
facturers, which carry a smaller or no subsidy. It is difficult 
te guess by how much the total of column 3 ought to be 
reduced to take account of these factors. Some idea may per- 
haps be derived from the original Supplementary Estimate for 


| NOTES OF 


The easy victory of the Communists in Czechoslovakia has 
had an electric effect in Paris. Men of the right and left have 
been startled and shocked into a realisation of what they have in 
common, dismayed too at the quick collapse of a Czech Social- 
Democrat Party which only three months ago seemed strong 
enough to slough off its extremists and fellow-travellers. The 
Gaullists and the Socialists have been talking of national ae 
in a way unknown since the first days of Liberation. But th 
question whether anti-Communist forces should be naibanicennd 
in the Government, or behind and outside it, is for the moment 
theoretical. 

It is not yet certain how and when the next wave of Communist 
attack in France will come; it has been freely predicted for next 
month, but it seems meen that the next great effort will be 
in Italy, where elections are due in April. Signor Togliatti is a 
more supple and guileful revolutionary than Mr Gottwald in 
Prague, and some observers declare that he is confident of winning 
all the votes he needs with the present combination of Communists 
and left-wing Nenni Socialists. 

M. Bidault made a brave speech on Wednesday about the 
warning from Prague. He spoke warmly of the Anglo-French 
effort to gather round them “ what is left of Europe”; and he 
put into clear and forthright . language what President Benes no 
longer dares i outiely x: 


i 


iv 


here can democracy where you shoot or hang your 
Opponent, or ead their truth, their freedom, their 
justice and not simpl truth, freedom and justice. 


One Stage More ‘ dicldbsity 
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the Ministry of Food, submitted at the beginning of the month. 
This showed an increase of. £51. million in. the Ministry's 
trading deficit for 1947-48 to £364 million. The estimate 
Suggests (by a method of reasoning suggested on May 3rd. last 
year in these pages) that the cost of subsidies is of the order 
of £450 million—or perhaps £445 million if the saving on 
eggs and bacon (through higher prices) was not allowed for 
in the supplementary estimate ; but against this, £10 million 
should be included for retrospective payments to Argentina, 
primarily for meat already supplied. 

These calculations take little account of recent price increases, 
from which it could be inferred that, other things remaining 
equal, the total cost of subsidies for 1948-49 would reach the 
fantastic total of £525 million. Other things, of course, will 
not remain equal. But whatever the Government may do 
about subsidy policy, there is no relief from increased costs 
of imports, for which Britain has largely contracted a year 
ahead. The need, by every canon of sound and, sober 
policy, is to allow at least some food prices to rise to their 
import cost. If milk, meat, bread and fat were kept at stable 
prices, and the subsidies on sugar, butter, eggs, tea and bacon 
were withdrawn, some {100 million or more of the prospective 
expenditure of £525 million could be saved—in other words, 
the cost of subsidies could be kept at something near its present 
level. That indecd would be no resounding achievement. The 
extra cost in retail prices per head would be of the order of 
gd.-1s. per week—which could hardly be described as a savage 
cut in subsidies, which have been officially estimated as being 
worth 3s.13d. a head. And if the estimates in this article are 
to be relied upon, it would leave the total burden on. the tax- 
payer broadly unchanged. “ We cannot freeze prices here, 
particularly the price of imports, regardless of what is happen- 
ing to prices outside this island.” Can Sir Stafford Cripps 
afford to be less of a realist than was Mr. Dalton last November ? 


THE WEEK 


Communist-staged “ splits,” purges, suppressions and arrests in 
the non-Communist ranks—the’ process on which Caechostovakia 
is now embarking—the oniy political force left in Hungary that 


Now it has received its decisive and final 
purge. While the party leader Szakasitz—a “ near-felliow- 
traveller,” but a man with some personal sense of loyalty—was 
safely away on an official mission in Moscow, his deputy-general- 
secretary, Marosan—a “crypto” unencumbered by 
bourgeois scruples—announced the resignation from the party, 
and from their ‘palie offices, of a long list of prominent Socialists. 
The most important of the expelled is Antal Ban, until recently 
Minister of Industry. Ban is in no sense a “ right winger.” On 
the contrary, his ideas are in many respects more radical than 
those proclaimed by the Communists, and as Minister he has 
carried through with considerable success the government’s policy 
of nationalisation and national control in industry. has 
stood firmly for his party’s independence, refusing to. see its 
go-year-old trade union and _ political machine jaken over by the 
Communist power-clique, inthe name of “-workers’ unity.” 
Another victim is the deputy speaker of the Parliament, Miss 
Anna Kéthly, a veteran of the Hungarian pepo arene: es 
self of middle-class origin. but MERE DOF, POR 94 
workers in the factories, Her crime is that, though ash no oe 
always in agreement with the y.of Western Socialists,. she 
valued her friendships in the West, and did not, wish her party 
to be cut off from the world labour movement. 


cd * * 
Another Meeting of the Sixteen 


Two events have brought to the see tas question of the next 
meeting of the Sixteen. The. passage of the European Recovery 
sel iapnee. cocoa fae Sent “are ae eee Relations 

has encouraged the State sufficien 
nounce that no harm would now be done by a f meeting 
of the Sizteen Nations and that there need. be-no further) anxiety 
lest a premature conference should. give a sensitive American 


pray omen ces cr erpnareemirenaentormenn et spares 
. SPE 


Bet Oe US ep aa RET EE En 


| 
| 











336 


opinion the impression of a Europe “ganging up” to extort 
more aid or evade reasonable controls. 

The other event is the return of the Anglo-French Fact-finding 
Commission. M. Marjolin and Mr Berthoud have completed 
their tour of the capitals of western Europe and are ready to 
report the results. To whom could they better report than 
to a reassembled committee of the Sixteen ? 


There is thus a strong case for new talks, but clearly they could 
not be confined simply to the consideration of the Anglo-French 
report. The Sixteen now know the upper limit of help they 
are likely to receive from the United States (Congress may reduce 
but will never increase the President’s estimates) and they know 
that their demands have been severely, in some cases critically, 
reduced. Thus the immediate prospect is one of the same volume 
of European demand chasing greatly depleted supplies of 
American goods—a situation which is bound to strain the loyalty 
and the co-operative spirit of the Sixteen to the limit. For if 
cuts there are to be, on whose national allocation will they fall ? 
The Sixteen cannot evade this problem, for the Amer.can 
Administration has already stated that the allocation of supplies 
between the various European countries will be done on the 
specifications of a European body. 


But such a body does not yet exist. Its possible form has not 
been discussed. Who should direct it and serve on it has prob- 
ably not even been thought of. Here, then, is the real task to 
which a new meeting of the Sixteen should devote its energies— 
the establishment and staffing of a continuing western European 
organisation and the programme for its first year of work. The 
British and French Governments hope to reassemble the sixteen 
in the middle of March and it is vital that their agenda should 
tackle the concrete problems of effective joint work. 


* * * 


Demands of Defence 


Last week’s White Paper on Defence and the Service Esti- 
mates just published will not please either of the two schools 
which make public their thoughts on armaments and strategy. 
Those who say Britain must give up the role of a Great Power 
will see only a record of unforgiveable extravagance and dangerous 
megalomania. Those who think the role has still to be played 
in those wide sectors of the.world where America is still little 
more than the understudy, will be depressed by the contraction 
of resources and the uncertainty of aim which official statements 
reveal. 


The truth is that the bill remains colossal—{692,600,000 for 
1948-49—not because the defence planners have rigid ideas and 
old-fashioned prejudices, but because the framework and prin- 
ciples with which they have to work must remain flexible and 
indefinite. In all three arms much strategic doctrine has been 
deeply undermined by the warnings and prophecies of scientists 
who are not laboratory theorists but men who were closely asso- 
ciated with practical military tasks during the last war. And the 
basic question whether British defence plans are o be part of an 
integrated Commonwealth system, or part of several regional 
defence arrangements, is no nearer to solution than it was two 
years ago. 


Because no serious military adviser dares say that infantry and 
surface warships and anti-aircraft batteries will never be needed 
again, the demands on British man-power remain by any standard 
extravagant ; measured against industry’s requirements in a period 
of acute economic crisis they look alarming. By March 31st there 
should be in the Army 534,000 uniformed men, in the R.A.F. 
261,000, in the Royal Navy 145,000. And in 1949 only the Army 
will show any impressive reduction—to 345,000. Yet even these 
figures reflect a tremendous reduction of commitments and 
strengths: by the end of February all British forces will be out 
of India and Pakistan, by the end of March they will be out of 
Burma. Soon there will be not a single British soldier in Japan ; 
by the end of this year the same should be true of Palestine. 


Yet men and machines and stores must remain in Greece, 
Austria and Trieste and Germany—how long no one can tell, for 
there runs the front line. And there is no sign that any other 
Power or Powers will be ready for years to take up the British 
role in the Middle East, western northern India and Singa- 
pore. There is now the added complication that western Europe 
is obviously looking to Britain—in the first place—to provide 
those military guarantees which could alone persuade its govern- 
ments to entrust their future to some kind of western union. 
When Benelux asks for a regional defence pact, it wants something 
real, not a fictitious collective security. 
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Cuts and Priorities ¢ ihe 
The figures and statements of the White vas have t6 
that: 


read with these factors in re the aan 
the reader is that a quarter t ence bi’ 1948-49 ‘wil 
be spent on production and research, the eventual result of whj 
should be economy in man-power and, perhaps, in naval 
struction. The second outstanding fact is that 242,000 cf 












and works.” In short, something like a million and a-half. 
in 1949-50 a million and a quarter—persons will be employed, 
defence out of a total working population of twenty 
It is some consolation that this research and development 
the “highest priority” and is under constant examination hy 
the Defence Research Policy Committee. Me 
Yet in every service there have been drastic cuts both jp 
expenditure and man-power. By the end of next month the ‘in 
uniform will have been reduced in 15 months by 487,000, w 
represents about 890,000 actual releases from the Forces. By 
end of this year all National Servicemen called up before the eng 
of 1946 will be released. From the middle of next year, the 
period of service for National Servicemen will have contracted 
rapidly from the full stretch of two years and those called up 
next December will serve one year only. During the year 1948- 
the Forces will receive only 150,000 National Servicemen. =~ 
The main strain of these reductions falls on the Army, and jt 
is here that the special problem created by economies will be 
most acute. National Servicemen with only a year to train will 
be useless for the instruction of others, yet, as the scientists 
develop weapons and transport, instruction beyond mere basic 
exercises and physical conditioning becomes increasingly im. 
portant. Recruiting for the regular cadres is therefore vital, 
but has so far been disappointing : only 28,000 volunteers joined 
the Army last year. Out of an army of 850,000 men, over 450,600 
are needed for garrison duties abroad for which the recruit in his 
first year is useless. ia 
_The separate estimates give little idea of what this vast expen 
diture provides in actual fighting strength. The Admiralty 
maintains its strange silence ; it reveals only that eight destroyers 
and seven A Class submarines have joined the fleet in the last 
twelve months. Three cruisers, two large and ten light aircraft 
carriers are building. The War Office reveals that it is concen 
trating less on modifying existing weapons than on producing 
“equipment which is a definite stride ahead in development! 
The Air Ministry is pinning its hopes to more jet-propelled 
fighters and a striking force of fast bombers. And the writers 
the White Paper on Defence—lucid and remarkably free fro 
jargon—insist that the basis of defence is “a strong and sound 
economy with a flourishing industry.” But they add the war 
ing that the advent of weapons of mass destruction fares 
possibility of surprise attack ; therefore, to guard against surpms 
“acceptable standards of defence are bound to be raised’ 
Which is also a reminder that the problem of civil defence, now 
being publicly discussed in America and Switzerland, needs 
some airing in this country. om 





“ if 
* * * . 


The TUC and Wages 


_ Trade unions are now busy taking stock of their wage 
tions, in the light of the Government’s White Paper and the TUC 
General Council’s observations. The trade union movement 
moves slowly, and it will be some time before any firm appraisal 
of the general reaction to the Government’s policy can be made. 
In any case, no significant conclusions will emerge before the 
conference of trade union executives on March 24th. By that 
date the FBI’s proposals on profits and prices should’ be 
known, and it is on these that not only the views of individual 
unions, but of the | Council itself, will largely turnin 
announcing its support for the White Paper the TUC madevit 
clear that this was conditional on “a firm ‘and’ vigorous poli 
Poseans not only to ae but to reduce profits ee a 
verything will depend on the interpretation given to this’ 

dition in practice, but in theory, at any rate, it would appear't0 
imply the stabilisation <* higher level of real wages—hardly 4 
very constructive contribution to solving the country’s presest 
— difficulties. oe mn ca 

t is true that the General Council’s acceptance of ‘the While 
Paper is conditional and hedged with reservations—nobody could 


expect an enthusiastic response—and that the onus of 
with profits and prices is thrown on the Government. Never! 
less, the mere fact that the TUC should have been pr 

go even so far as to make any recommendations at all is in’ itsell 
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major advance, in view of the Previous attitude that wages are 
a sacrosanct contract between employers and individual unions 
on the propriety of which the General Council, as such, cannot 
even express an opinion. 

It will be interesting to see how many unions can find in the 

guiding principles laid down by the TUC a loophole for 
sing their clams. ‘Two of the five points—the maintenance of 
coh<ctive bargaining and the relation of increased wages to in- 
creased output—are not controversial, while the need to raise 
wages in undermanned industries where this alone would attract 
manpower has already been admitted by the Government. Bur 
the argument that adjustments may be where a worker’s 
is “ below a reasonable standard of subsistence” will cer- 
tainly be used to support wage claims. Who is to be the judge 
of what constitutes “a reasonable standard of subsistence” ? 
The TUC’s final point that wage differentials must be safeguarded 
jn order to maintain standards of craftsmanship, training and ex- 
ience is intended to apply to differentials within an industry 
rather than between industries. Here again, however, it may well 
be interpreted by workers who are engaged on similar processes 
jn different industries as justification for claims. In the last 
resort, it is the arbitration tribunals which will have to decide 
these knotty points. 

No decisions have yet been reached on a number of outstanding 
wage claims. The miners, who are negotiating craftsmen’s wages 
with the Coal Board, have decided to hold a special executive 
meeting to discuss the implications of the White Paper. The 
engineers’ claim will go forward, but protracted negotiations are 
likely. Talks between the three railway unions and the Railway 
Executive on the revision of the industry’s wage structure have 
just begun, and the deadlock over the busmen’s claims has not 
yet been broken. In the meantime, gas workers whose claim has 
been rejected by the employers have invited the intervention of 
the Minister of Labour. In many of these cases, a strong case 
for an increase might be made out on the TUC principles. But in 
all of them, a substantial concession would defeat the purpose of 
the White Paper, and particularly in the transport negotiations, 
where a state-owned industry will presumably wish to set an 
example to private industry. 


* * ® 
Stemming the Tide 


Mr Harold Wilson was wise not to claim too much for the 
Price Control Orders which he signed on Tuesday. They are, 
broadly, an attempt to hold the prices of miscellaneous manufac- 
tured goods as near as possible to their present levels until the 
general attack on inflation can be deployed. The problem they 
have to tackle is particularly difficult, for these are goods which 
have not, on the whole, been effectively controlled before. Some 
restraining influence has been exerted by the Prices of Goods 
Act, 1939, and the Price Regulation Committees. But the Price 
Regulation Committees, tied as they were to a 1939 level of prices 
which had become theoretical, have long had a hopeless struggle, 
and their experience affords a warning against placing too many 
hopes on Mr Wilson’s new expedients. Umbrellas, stationery, 
luggage, table lamps, smokers’ requisites, articles for the toilet— 
the schedule attached to the Miscellaneous Goods (Maximum 
Prices) Order is almost a parade of the small trades which furnish 
the high-price shops. But they are collectively important ; so 
long as inflation persists, they tempt capital and labour away from 
more essential trades ; they canno* be ignored. ; 

But price legislation, to be effective, must first of all be readily 
understood by the parties concerned—by the manufacturer, the 
trader, and the customer. And it is no use pretending that the 
average small trader or the average housewif> will understand 
the Miscellaneous Goods (Maximum Price) Order. The retailer 
is restricted to a certain margin on the price he had paid for the 
goods—either the margin laid down in the Order or the actual 
Margin he charged in December and January, whichever is the 
less. Mrs Brown, being unfamiliar with wholesale price indices, 
not knowing the chain of trade which has brought the thing she 
wants into the shop, and having no idea what portion of the price 
is represented by retailer’s margin, will have singularly little 
chance in an argument. Is the Board of Trade thinking of 
employing a large staff of inspectors to exercise a vicarious vigi- 
lance for her ? One assumes not. second condition of effec- 
tiveness is that the control should be simple to administer, Here, 
again, it fails; for large organisations with costing departments 
it may be relatively easy, but not for medium and small 

The third condition i Weise Se Seaes soos 


is appear 
fair and reasonable to the traders are expected to observe 
them. This they clearly will not do. Traders who were doing 
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specified in the Order will be restricted to their lower margins in 
circumstances which may have changed, and will see less efficient 
or more greedy neighbours selling the same things at higher prices 
with the blessing of the law. Yet it is on their self-restraint that 
the structure rests. Price restriction of this sort cannot be more 
than the most temporary of expedients. 


. ® * 


Northern Union 


_ While Mr Bevin and M. Bidault try to further western 
union by pressing an inadequate and badly worded draft treaty 
on M. Spaak, the Scandinavian states have quietly taken a con- 
siderable step towards their economic union, Early this week 
the Foreign and Trade Ministers of Denmark, Norway, Sweden 
and Iceland met in Oslo to discuss closer economic collaboration 
among their respective countries. They had often discussed it 
before—so frequently and with so little practical result that some 
scepticism was entertained about their chances of achieving any- 
thing worth while. 

But the results of the meeting confounded the sceptics. In 
the broader sphere the four countries undertook to participate in 
the proposed working committee to promote economic co-opera- 
tin between the 16 Marshall nations. As a regional corollary they 
agreed to set up the joint northern committee for economic co- 
operation which had been decided on at their conference in 
Copenhagen last August. The committee is to meet soon and it is 
to have a permanent secretariat. It will consider general ques- 
tions affecting the economy of the northern countries. It has 
also been given three specific problems to investigate. The first 
is the establishment of a common customs. tariff as a preliminary 
step towads a northern customs union. The second is a reduc- 
tion in customs rates and a limitation of quantitative trade re- 
strictions, the third is an extended division of work and in- 
creased specialisation between the four countries. 

That the principle of economic union should now be accepted 
is most satisfactory. And the communiqué issued by the Minis- 
ters implies a gradual and practical approach to the problems 
raised by its application. Norway’s change of front in recent 
weeks is probably the largest single factor in this decision—just 
as Norwegian opposition was previously the main obstacle. With- 
in the broad but vague framework of Western Union, a Scandi- 
navian Customs Union seems to Norway to be a sounder proposi- 
tion than before Mr Bevin spoke. International considerations 
have similarly swung Norwegian opinion west. _The Swedish 
attitude has also been modified recently. As Sweden’s economic 
position deteriorated, so its need for close collaboration with the 
west was more readily accepted. This deterioration has 
lessened the influence of Mr Wigforss, who was opposed to a 
northern. union. The changed attitude of Norway also enables 
Sweden to be more definite. . For Norwegian suspicions that any 
Swedish discussion for economic union merely cloaked an attempt 
to substitute its economic for its former political hegemony 
proved a real obstacle. Now there are likely to be agreed excep- 
tions to the abolition of tariffs. The surplus of Danish agricul- 
ture, for instance, will be sold outside the union and not be 
dumped to ruin Swedish or Norwegian farmers. Yet it is to 
Denmark and specifically, to the long crusade of the Governor 
of its National Bank, Mr Bramsnaes, that most tribute is due. 
But is it not time for a subsidiary crusade to win for the proposed 
Union a better title than the ugly “ Danosve ” ? 


* * * 
Can Palestine be Shared ? 


Events in Palestine and at Uno look as if they were conspiring 
to kill the partition plan. On Tuesday, Mr Warren Austin told 
the Security Council what the United States thought it should do 
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about Palestine. His statement, a masterly piece of drafting, was 
as carefully—and precariously—balanced as a card house. Two 
lines of action were proposed : first, enquiry into a possible threat 
to peace in Palestine ; secondly, an attempt to get agreement “on 
the basis of the Assembly resolution,” by a committee of the five 
permanent members (USA, USSR, Britain, France, China) in 
consultation with the Palestine Commission, the Mandatory, and 
“representatives of the principal communities.” 

The Council, said Mr Austin, had no power to enforce a poli- 
tical settlement (e.g., partition) but only to intervene against a 
breach of the peace. The Commission’s report implied that such 
a breach would occur if the effort to carry out partition continued. 
But Mr Austin pointed out that the Council was not bound to 
accept the Assembly’s recommendations, although attempts to 
frustrate them by force would be contrary to the Charter. He was 
on firmer ground when he pointed out that according to the 
Charter, a finding by the Council that a danger to peace existed 
placed all members of the United Nations, regardless of their 
views, under the obligation to assist the Council. 

This provoked from Mr Creech Jones a prompt restatement 
of Britain’s refusal to “shoulder any further commitments.” He 
added: “Logically, our course is to abstain from voting.” He 
did not say what he would do if he were asked to vote on a 
decision which would automatically involve British intervention 
with other Powers. If he abstained he would be committing 
Britain ; if he voted against it, he would be using the veto. 


* *x * 


Jerusalem Outrage 

Meanwhile the events of last Sunday in Jerusalem have made 
it almost impossible for Britain now to offer any forces to help 
in preserving the city as an international sanctuary. It is a 
tragedy that this should be so. Using a technique made familiar 
by the Irgun Zvai Leumi, persons unknown in British uniforms 
parked an armoured convoy of stolen vehicles in the middle of 
the Hagana “ security zone” and blew up a large section of Jeru- 
salem’s business shopping street, killing some 50 people. In 
subsequent rioting, nine British soldiers and police were mur- 
dered by the Jews, who were told by their leaders that the out- 
rage was the work of the British security forces. This accusation 
has been categorically repudiated by Mr Rees Williams on be- 
half of the British Government, but much more clarification is 
necessary. 

A leaflet signed Abdulgadie Husseini, (the Arab commander 
for the Jerusalem area), claiming that the deed was an Arab 
reprisal for a similar Jewish outrage at Ramleh, was read out in 
the House of Commons, but this has in its turn been repudiated 
by the Arab Higher Committee in iro. The circum- 
stantial allegations made by the Jewish Agency must be 
investigated one by one and a full account published. It 
has been known for months that the Arabs were using 
foreign military advisers, mostly European exiles, to train 
their guerilla forces. Since December there have been Arab 
reports of British volunteers enlisting to fight with the Arabs. 
In the emotional climate induced by two years of Jewish terror 
there will, unfortunately, be many to whom such an adventure 
would appeal. If any of these non-Arabs should turn out to 
have been responsible for Sunday’s outrage, the facts should be 
published as soon as known. 


* * * 


A Left Labour Government ? 


Mr. Harry Pollitt’s notion of a Labour Government of the 
Left, acclaimed with enthusiasm at the Communist Party’s annual 
conference last weekend, is not without its attractions. Imagina- 
tion boggles at the great strides forward to Socialist peace and 
prosperity which would be made under a Government, with him- 
self as a possible Premier, Mr Zilliacus as Foreign Secretary, 
Mr Piratin or Mr Platts-Mills as Home Secretary, Mr Horner 
as the obvious choice for Minister of Fuel, and Mr J. R. Campbell 
or Mr Palme Dutt, the Communists’ main theoreticians, no 
doubt replacing Sir Stafford Cripps as Chancellor of the Ex- 
chequer. Mr John Gollan, a member of the Executive, however, 
refused to enter into the game of Happy Families, and contented 
himself with saying that as and when a mass fighting movement 
against the Labour right-wing leaders develops, so would the new 
left-wing leadership emerge. 

There is no doubt that.some discontent and disappointment 
exists among the rank and file of the workers, after rwo and a-half 
years of Labour Government, and this feeling will no doubt be 
intensified if the mounting pressure for higher wages is resisted. 

Government, 


But it is pure’fantasy to talk in terms of an alternative 
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or to suggest that any feeling of frustration in the Labour moye 

ment has reached a pitch of fury against the present eg, 

Paisley provided an effective answer. Wigan will no doubt pre 
What is more dangerous than this day-dreaming is the 


to industrial stability presented by the munists’ camp 

against the Incomes ite Paper. Trade unions who go 9 

with their claims are promised full support, and workers a. 
urged not to “ accept passively” adverse awards of Governmen 
inspired arbitration tribunals. While the Communists deny any 
intention to “sabotage” production, the threat to encourage 
strikes is surely implicit in this advice, It is true that the Com, 
munist Party is negligible in size; although a recruitment of 
8,000 members since October is claimed, total membership is still 
only 43,500. But Communist influence is strong among sho 
stewards, especially in the key engineering and shipbuild “— 
dustries, and, in spite of Mr Morgan Phillips’s circular; 
munists have not been removed from offices in trade union exe 

tives and trades councils. Hitherto, Communist propaganda hs 
been directed mainly against Mr Bevin and Sir Stafford Cripps, f 
is significant that the TUC General Council, which endorsed the 
White Paper, is now included in the directive. a3 


* x x 


Local Government Bill 


The Local Government Bill, which had its third reading 
this week, emerges from the Commons substantially unchanged 
although amended on numerous points of detail. The egalitarian 
principle, under which the Exchequer in effect pays rates to all 
those local authorities which possess less than the national 
of rateable value is undoubtedly fairer than the old “ block grant” 
method. Its chief danger is that it will intensify central contr 
and interference, for since the Government will have to pay what- 
ever rate is settled locally, it has reserved the right to check the 
whole of the local authority’s expenditure and to discuss any 
item which is regarded as “excessive and unreasonable.” This 
danger is admittedly reduced by an amendment made in com 
mittee, under which the Minister cannot withhold the grant from 
any local authority without presenting a report and seeking the 
approval of Parliament. 

It has transpired that the total of the Exchequer Equalisation 
Grant for the coming year, 1948-49, will be over £51 million, 
which is higher than was ex . The average net saving 
to the rates confirmed by the Bill, taken in conjunction with the 
transfer of hospitals and public assistance and the upward. reve 
sion of education grants, is now put at 3s. 4d. Many, but 
means all, of the local authorities are ing to reduce 
rates for the coming year—although not to the average extent ¢ 
3s. 4d., partly through financial caution and partly because costs 
are likely to rise in other fields. It is, however, impossible fo 
generalise because the impending changes will affect local a 
ties so very variously. Mr Bevan could say, however, that 
but seven of the counties and county boroughs are ev i 
expected to receive some Equalisation Grant. si 

The centralisation of valuation at the Inland Revenue, which 
the Bill introduces, is generally accepted as being desirable m 
itself and necessary for the fair allocation of Exchequer grants. 
However Mr Bevan has now agreed that the rating a 


should be given a third party’s right of appeal against the Inland © 


Revenue’s valuations. The payment to councillors of expenses 
and of some compensation for loss of earnings is a good feature 
of the Bill ; the central pooling of payments which are to be made 
in leu of rates by the nationalised transport and electricity ul 
dertakings seems logical and fair, but again weakens local inde- 
pendence. The most unsatisfactory part of the Bill is still the a 

system for the valuation of dwelling-houses. It has become quilt 
clear that under this system houses built before 1918 will come 
off badly compared with those built after that date ; and the us 
of several very different bases of valuation remains capricious! 


principle and unpredictable in outcome. Without doubt,.a new | 


system is badly needed here ; but Mr Bevan has not shown that 
his is the right one. rl 
* * * BEey 

yahs 

Dancing on the Rates ? ; one 


The Commons’ debates on the concluding stages of the Bill 
have been enlivened by controversy over a new clause which 
empowers county boroughs and county districts to provide “enter 
tainment of any nature or of facilities for dancing.” The 
St apparently to include every cultural and 
activity, and a catholic council may dispense to its citizens 
films, and peepshows side by side with symphony 
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exhibitions, and dramatic productions. It can build its own 
theatre, concert hall, or dance hall, and it can provide any enter- 
gainment in a corner of its park. eee $id 
provision. What is actually done under it vary very much 
with the energy, taste, and inhibitions of the council in question, 


and too much should not be expected—certainly not in rural areas, 
or in any area at the present time. It is a pity, as Mr Mitchison 
inted out, that the parish council is given no opportunity to 
provide simple and inexpensive entertainment, since often its 
knowledge and zeal must be greater than that of the rural distrXt. 
The local authorities concerned are permitted to subsidise these 
activities up to the product of a 6d. rate. This is a questionable 
arrangement, and Mr Bevan was unpleasantly brusque in his 
refusal to reconsider it. With such wide powers, the average 
council ought easily to be able to recoup on the swings of frivolity 
what it loses on the roundabouts of culture. To show a loss on 
entertainment taken as a whole is a dreary and unhealthy prospect. 
It may be objected that some councils will wish to promote only 
cultural activities, which involve a loss ; but the way to meet this 
point is to limit the ratepayer’s liability exclusively to activities of 
this sort. As things stand, he can be made to pay for free dancing 
and the like, which is absurd. Surely it is time for the public to 
be made to realise the truth of Lord Pakenham’s warning that 
the country can only come through the present crisis by abstain- 
“from certain forms of enjoyment which we have come to 
think of as our rightful share.” 


* * x 


More Negotiations on Austria 


Few negotiations have lasted as long or tried tempers so sorely 
as the Four-Power talks on a peace treaty for Austria. For months, 
the representatives of the Powers sat in unchanging and irritable 
deadlock in Vienna. No formula could be found to reconcile the 
Russians’ determination to keep control of 250 factories which 
they claimed to be German assets, transferable to them as repara- 
tions under the terms of Potsdam, and the equal determination of 
the other Powers to prevent what they felt would be the placing of 
the key part of Austrian industry under the extra-territorial con- 
trol of a foreign Power. 


The French delegate finally suggested a compromise whereby 
reparations from current production or money payments should 
take the place of a direct cession of assets and on the last day 
of the Four-Power Conference in London, Mr Molotov put 
forward suggestions on Austria which implied that he was ready 
to budge from Russia’s previously immovable demands for pos- 
session of all the German assets. This loophole for further dis- 
cussion was eagerly exploited by Mr Bevin, with the Americans 
giving a more guarded consent and it was agreed that the Russians 
should prepare proposals on the basis of the French compromise. 
At the end of January, the Russians produced their new plan 
am he Soin Wee discussions began again in London shortly 

terwards. 


The Russian proposals are in one sense a genuine compromise. 
They represent the reduction of their original claim by some $400 
million and their demands for ownership of plant and extra- 
territorial rights have been considerably reduced. The following 
summary gives the essence of their proposals: 

_1. Austria should grant Russia two-thirds of its oil extraction 
= in the country as well as two-thirds of its oil exploration 
rights. 

2. Both these concessions should be for fifty years. 

3. Russia should receive oil refineries capable of producing 

450,000 tons of crude oil a year. 

4. Russia would choose the oil undertakings to be transferred to 
her from units now under Soviet operation. 

en: Austria should rene ome oe ae of the Dawebe 

pping ny, uding its ships, in Hungary, Bulgaria 
Rumania as as 25 per cent of the assets of the company located 
in Austria itself. 
Limits oF CONCESSION 


6. The Big Four Powers should surrender their rights to <i 
former German assets in Austria except the oil and shipping conces- 
sions demanded by Russia, and Austria should pay the Soviet Union 
$200 million in freely convertible currency. — 

7. Austria should grant Russia certain extra-territorial rights in 
connection with the former German assets taken over by the Soviet 
Union. These include the sd rights to take out profits and 


. : unqualified 
other. inqnenerin: Nae Seeine aanais, SSE aeons ene 
8. Any disputes arising out of the German assets problem should 
be settled bilaterally between Austria and Russia. — oer 


as well as immunity from any 
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What should be said of these proposals? The Austrians at least 
are certain that they should be accepted. For Austria, the one 
desire is very naturally to get rid of the four armies of occupation. 
Ideally, no doubt, they would like the Russians to treat them as 
generously as the British and the Americans who have renounced 
all claim to reparations and have on the contrary supported the 
Austrian economy through two years of complete dislocation. But 
the Austrians know that the Russians can only be persuaded to 
withdraw at a price and some were even ready to pay the price 
entailed in Russia’s original claims. There is thus all the more 
eagerness to seize the new concession and make it the basis of a 
settlement, _ 


The Austrians are prepared to ignore the strategic argument— 
that the presence in Austria of Russian concerns with extra- 
territorial status would offer a permanent threat to Austrian 
security. The events in Prague have not changed their view. 
They claim that the Austrian Communist Party is too minute to 
stage a coup and that in any case, a Russian move would be the 
signal for the return of Anglo-American forces. But the Western 
Allies cannot accept the risk so lightly. Russia’s right to repara- 
tions is admitted and Austria’s industrial capacity has been so 
expanded during the war that it can certainly afford to make 
transfers to Russia, even over and above all the plant the Russians 
have already removed. These reparations could take the form of 
deliveries from current production and guaranteed deliveries of 
oil might well be part of the total. There is also no new danger 
in a transfer to Russia of part of the Danube Shipping Company 
since die | the whole of the Danube is already under Russian 
control. 


What is obviously inadmissible—doubly so after the tightening 
of the screws in Prague and Budapest—is that Russia should enjoy 
extra-territorial rights. For one thing, the whole conception 
belongs to an outdated period of “ imperialist, capitalist exploita- 
tion.” For another the concerns under direct Russian sovereignty 
would be a permanent centre of disturbance in Austrian national 
life. On this point the Western Allies must, in spite of Russian 
pressure and Austrian regrets, stand firm. Reparations for Rus- 
sia are admissible, indeed justified ; extra-territorial concessions 


are not. 
* * * 


Japan’s New Premier 


The Japanese general election of last April—the first to be 
held under the new Constitution—returned the Social Democrats 
as the strongest single party, but without a majority of seats in the 
Diet. The two other strong parties were the Liberals and. the 
Democrats, both of them parties of the Right, but the former 
rather more so than the latter. —The Democrats, led by Mr Ashida, 
were prepared to enter a coalition with the Social Democrats, 
under the Social Democrat leader, Mr Katayama, as Prime 
Minister ; this coalition commanded a Diet majority and the 
Liberals went into opposition. But the two Government parties, 
with programmes based on antagonistic social principles, found 
it difficult to agree on the measures to be taken to cope with 
Japan’s urgent economic problems ; each made concessions to the 
other which caused trouble in its own ranks. 


A section of the Democrats, led by the aged Mr Shidehara, was 
unable to endure the spectacle of the nationalisation of the coal 
mines, and broke away from the coalition. On the other side the 
left wing of the Social Democrats demanded that a full Socialist 
programme should be carried out. They warned the leaders of 
the loss of popular support to be expected if the party continued 
to bear responsibility for the hard living conditions of the urban 
masses without having the power to put into effect its own 
remedies. The pressure of the left wing finally forced Mr Kata- 
yama to resign. 


Thereupon the Liberals, as the second largest party, claimed the 
Premiership for their leader, Mr Yoshida ; they professed willing- 
ness to take the Democrats into a Liberal-led Cabinet, but refused 
to have anything to do with the Social Democrats. A Liberal- 
Democrat coalition would have ranged Right and Left in Japanese 
politics in sharp division, but Mr Ashida prefers a middle-of-the- 
road policy which avoids this situation, and the Social Democrats 
appear to wish to continue their’ association with him, for they 
gave him the votes necessary to secure his election on February 
21st as the new Prime Minister. Violent criticism of the choice 
has been heard from both wings of the Japanese press, and such 
phrases as “ political black marketeering” have provoked General 
MacArthur’s headquarters into some very testy comments on the 
bad manners and instability of Japanese politics. = 

There has thus been a certain shift towards the Right without 
a. dissolution of the former political alliance. It should now be 
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seen whether the Social Democrat party can keep its left wing in 
line, or whether the latter will come more under the influence of 
the energetic Communist propaganda for a “ united front.” In 
parliament the Communists are still insignificant, but they control 
one of the twe federations of Japanese trade unions, and they 
have for certain nominal Social Democrats that magnetic altractiion 
which is only too well known to European Sociahst parties. 


* * x 


Danish Agreement at Last 


At long last the trade agreement with Denmark has been 
signed. The Danish delegation tried hard to improve on the 
British proposals, and although they no doubt understood that 
it was impossible for Britain to supply dollars for the purchase 
of feeding stuffs and more steel for Danish industry, they had 
1© convince the Danish people that no effort had been spared. 
The final agreement was a compromise on the draft proposals 
negotiated a month ago. Britain has agreed to increase the coal 
allocation from 600,000 tons to $70,000 tons and steel from 50,000 
tons to §5,000 tons, but no grant of dollars was made, although 
Denmark will be able to use sterling for limited purchases out- 
side the sterling area. 


On the food side, Britain has gone a long way in meeting the 
Danes over prices. But owing to the small quantities of essential 
goods which Denmark has been able to get from Britain, it has 
reduced the quantity of butter and bacon to be sent in return. 
Up to the end of September, Denmark is to send 40,000 tons 
of butter costing 321s. 6d. a cwt.—the provisfonal agreement 
allowed for 7o per cent of the exportable surplus, or about 70,000 
tons. The new quantity represents the surplus available after 
Denmark’s other export markets (which pay a higher price) are 
satisfied. In the same period Britain is to receive 80 per cent 
of Danish bacon exports, which is now estimated at 22,000 tons, 
at 225s. a cwt. The egg which was arranged last 
November still stands, and exports to Britain are expected to 
total 18,700 tons, which represents 85 per cent of Denmark’s 
export surplus. The price is 26s. per long hundred. 

This new pact clearly reflects the continuing rise in world food 
prices. Butter is about 33 per cent dearer than it was a year ago, 
bacon 40 per cent and eggs 48 per cent. Part of the price increase 
for the latter two commodities has already been passed on to the 
British consumer, but it remains to be seen whether or not the 
higher butter price will be concealed by a higher subsidy. It is 
well that an agreement with Denmark has been possible, because 
both countries are closely linked commercially. And # is better 
that Britain did not dictate the terms. This country has cer- 
tainly conceded much where concession was possible, as in the 
matter of prices, but dollars and steel are extremely scarce 
commodities and are likely to be limiting factors m any future 
agreement for some time to come. 


* + * 


Leasehold Enquiry 


The Lord Chancellor has set up a committee to consider a 
number of questions concerned with the present system of 
leasehold tenure of land and the rights of freeholders and 
leaseholders in connection with x. It is a strong committee, 
with Lord Uthwatt as chairman, and its members are drawn 
fzom both local government circles and the legal and surveyors’ 
professions. It is not a party committee and it should therefore 
produce an objective study of this most thorny 

The grievances of leaseholders are various and they are the 
more pronounced im those areas where they are most concen- 
trated, that is, in those towns (of ' iff i 
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leaseholder 10 ransom or sel] to a stranger precisely as he 

A more temporary, but, at the moment, very urgent questigg 
whether tenants of premises mot covered by the Rente 
should be given an equivalent security of tenure to that pogss 
by protected tenants. Today’s shortage of business promis 
means that very high rents can be obtained from a 
who at the end of his term has no alternative place into , 

to move. a 


The problem underlying the agitation and the appointmenr, 
the committee can be put very shortly: Under what cro 
stances is the state entitled to interfere with existi pair 
matie between individuals ? It is not a the same poigp « 
that involved in nationalisation. The justification (if any) f 
nationalisation is that the community as a whole benefits, 
to interfere in an existing bargain between two individuals mess 
that one of the individuals benefits at the expense of the othe 
Every lease of land is a bargain which both parties, 2 
was made, considered to be to their benefit. But some leages 
long ; conditions of every kind have changed out of all r ition 
between the granting of a 99-year lease and its termination, ‘ 
law, righily, is reluctant to disturb bargains freely made bepwom 
two people who negotiated on equal terms. If the state inier. 
feres, who is t0 compensate the freeholder for any rights, which 
he now possesses, which are transferred to the 
The best case that the leaseholder can make is that he is enti 
to ask the state to remedy bargains which one war 
two wars—have made much more harsh than they were at their 
inception. If the committee think and report on those Jing 
very few could legitimately question the fairness of their recom. 
mendations. The only trouble will be that almost inky ix 
will be found in the end that neither side will be content ip 
accept a solution which sticks fairly to the middle of the sad 







* * a 


Politics in the Animal Kingdom? 


Every British heart should warm to the news of the 

campaign to despatch parcels of balanced rations for the 
of hardship among British pets. Who began it, and why, has 
yet been explained ; whether it arose from $ 
sympathy, or was prompted by an SOS (@ la Cyril 
from the editor of Our Dogs or the president of the Tail-Waggen’ 
Club. In any case, the rations will be appreciated by the we 
cipients, and the generosity responsible for them by the recipiemy 
owners. 

One should not look a gift horse in the mouth, even when that 
horse has passed through the knackers’ yard, endured dehydn- 
tion, been enriched with soyabeans and miscellaneous vitamins, 
and found its penultimate resting-place in a can. But 2 
intellectual curiosity, in no way detracting from appropriate gra 
tude, irrepressibly plays round motives and possible conditions. 
On the Marshall aid analogy, does the adoption and developmem 
of the scheme depend on the growth, among dogs of various 
breeds, of constructive mutual self-help ? Relief supplies might 
certainly avert that Red ruin and breaking-up of laws which sets 
sheepdogs to worrying sheep and Airedales to raiding the hen- 
roost. But will they break down that nationalistic exclusivencts 
which prevents all but the most exceptional Peke from 
with the local terriers in a rat-hunt, or induce the drones of the 
canine world to contribute to national output by guarding houses 
and carrying umbrellas ? Above all, does the scheme apply 1 
cats? Feline vital statistics show a paradoxical combination d 
reckless infanticide and lavish immigration policy. Cats—so-evely 
primer says—eat rats. Uneaten, rats ravage and defile the nation’s 
storehouses and, given half a chance, spread typhus and bubonic 
plague. Support for rat-eaters is highly desirable. But it is ut 
fortunately the fact that cats have no public spirit. The. 
sheepdog may bring new zest to his duties ; chat be 
the primer again) sits on the mat. Her ici 
income in terms of effort is deplorably below unity. Eviden 
nice discrimination is needed here ; relief supplies should be 
strictly reserved for maternity benefit and kittens’ allowances 
Let America look to it. 


To turn from cats and dogs to another animal lately in the 
news—the coypu or nutria—is to strike a more sinister mote 
The coypu is an alien saboteur. 
a ry assay atc. 4d The theory that he is 4 “ 
rom a fur-farm is optimistically naive. to any miler: 
ot seleiens ania Appeal 






(on the ground-hog-and-owl analogy) with an Antarctic pengui 
the British public will know what to think. “= 
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Letters to 
Real Aggressor ‘in» India 


Sm,—A paragraph in Notes of the Week in your last issue 
that in the Kashmir affair it-is Pathan tribesmen from 
the borders of Pakistan who are the ‘real aggressors, that 

Pakistan has never officially recognised the Pathan adventure 
and that it is open to it to order all armed tibesmen on its 
territory back into their tribal areas. Such bold action, it goes 
on to say, might involve Pakistan “in immediate local trouble ” 
put would improve its internal stability and create at once 
Commonwealth solidarity with it in common defence, 

No one with any knowledge of the materials out of which, and 
the circumstances in which, Pakistan, the house which Jinnah 
built, was established, can subscribe to this view. Pakistan came 
into being in spite of strenuous British and Hindu opposition 
because for the Indian Mussulman the cement of Islam was 
stronger than the bonds of language, country or race. The people 
of Pakistan view the tribesmen in Kashmir as Muslim brothers 
fighting to free the faithful from heathen tyranny. However 
expedient it might be to secure the tribesmen’s withdrawal from 
Kashmir, no Pakistan statesman could afford to suggest it, let 
alone enforce it—and this in spite of the fact that neither Bengali, 
Punjabi nor Sindhi has naturally any love for the Pathan. 

The fact is that once again Indian statesmen are confronted 
by a problem which can only be satisfactorily disposed of by 
compromise. The Kingdom of Kashmir was one of the least 
creditable of British creations and might now be suffered to 
lapse, the Muslim areas adhering to Pakistan, and the Dogra 
to India. Nor would this be an unfair settlement. For it should 
not be forgotten that for the early liberation of the Djinn of 
Pathan lawlessness the Congress Party are to some extent respon- 
sible. For years they have intrigued to keep Pathans out of 
Pakistan, and they insisted on Dr Khan’s Congress Ministry 
remaining in office. until August 15, 1947, long after it had lost 
all public support. Consequently the Muslim League successor 
Government had no opportunity 10 take their bearings before 
storms came on them. , 

A partition of Kashmir is, however, more likely to result from 
the exhaustion Of the parties than from their agreement. Both 


From The Economist of 1848 


February 26, 1848 


THe government of Louis Philippe has not been so strong 
as it seemed. Derived from the popular power, it has tried 
through a succession of years to set itself above its maker, 
and in the first serious conflict, has been defeated, Paris has 
witnessed something like the rebellion of the days of July, 
which placed the king on the throne ; and the result has 
been—if not another change of dynasty, a change of 
ministers and of the reigning Guizot was the first 
victim of a popular tumult. He braved the people—he 
gathered together a great army to put them down, but the 
instant the soldiers were brought into contact with the 
National Guard, and the National Guard .were ired to 
act against the people, true to their democratic 

whole fraternised; in the language of the - 

despatch, the “National Guards were disaffectec 

wavered, Guizot resigned.” This,evemt, sudder 

unexpected, w took place“on Wedne: 

some. 
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the Editor — 

sides have to learn their. lesson. The Indians to keep.clear of. 

Pathan politics and the Pathans to realise thatthe days of 

Mahmoud Ghaznawi have not returned... The Pushtu. proverb is 


apposite, “He is a clever man. who returns with wealth f 

the land of the Hindus, and with his head. from the country of 

Pathans.”—-Yours faithfully, Decima Curtis 
Waikern Hall, Stevenage, Herts 


gs 


Half-Measures for Half-Germany 


Sir,~Your article on Germany (January roth) expressed the 
opinion of many a German. We cannot try to judge the con- 
siderations of foreign policy guiding Military Governments in 
their decisions, but with respect to German political thinking you 
certainly spoke the truth. The desire for unity has been greatly 
exaggerated. We all of us wish to live and to work ; beyond this 
there is little room for political slogans. : 

is, however, some other reason to be found behind the 


sees of German political leaders beyond the one meationed 
y you: 


(1) German political parties ate still small and ineffective. Their 
opinion does not grow from w—i.e., from the individual mem- 
bers (it has perhaps never done so)—but is directed by a few men 
of constructive ideas within their executive committees. They are 
certainly doing their best, but they are in fact never sure about 
German opinion beyond their own sphere of. direct. influence. 


(2) From that general uncertainty ‘springs the common habit of 
German political leaders, who are only too often mutually imitating 
their respective political methods. One of them—very. often a 
Communist—broadcasts a new political catchword and all of them 
run after it without the indispensable distinction. 

(3) This has occurred again in the case of German “ Einheit”. 
There is ‘none among our “leaders” to say that temporary neces- 
sities press for any form of super-zonal state, that this is for all of 
us the only way out of the dilemma ‘or that by following the cry 
of “ Save German Unity” as it is constantly heard from beyond the 
Iron Curtain, we are digging the grave for any non-eastern ideas. 

(4) Germans of an» individual and independent opinion are very 
disturbed about this attitude of political “leaders” and are afraid 
that the German crisis will remain until a resolute decision of allied 


policy forces the rest of y inte the one way out of her 
ent misery, 
—Yours faithfully, LEOPOLD VON TROSCHKE 


Briickenstrasse 3, Leichlingen, Rhineland 


Experts without Power 


S$ir,—May I draw your. attention to the last part of the pen- 
ultimate paragraph of your correspondent’s article, “ The Middle 
Class, III,” which appeared in The Economist of February 14th. 
Commenting on Lord Woolton’s Fighting Fund, this correspon- 
dent suggests that, “although one section of the Conservative 
Party is trying to assert its independence of* Big Business, it is 
from business that the Fund. is. being solicited.” » 

In his broadeast speech on Saturday, January 24, 1948, Lord 
Woolton said, *. . When, a few weeks ago, I asked for 
£1,900,000 for the Conservative, Party funds, my postbag was 
filled to overflowing. with the contributions of people sending 
in shillings and even pence. All classes in the country joined im, 
and in these few weeks they have given me almost the whole 
of the vast stim for which I asked, and the money is still 
coming im i. 1” 

This statement effectively disposes of the inference contained 
in your correspondent’s article, and further shows that the strength 
of the Conservative Party is built on ghé gutiport of all sections 
of the community, irrespective of class or privilege —Yours faith- 
2 pos \ Joun G. Howarp 
13 Buckingham Gate, London, S.W.1 


Third Party or No. Party 2 


$1r,—Your correspondent rightly argues that, under the present 
voting system, middle-class opinion would \carry/more weight if 
organised as a “ pressure group to end all pressure groups” than 
it Gould as a separate political party—Liberal or otherwise. But 
if this policy is:to be effective, the Liberal Party must be persuaded 
to abandon the electoral struggle. Alternatively conditions must 
be created in which it would have a real chance of regaining some 
of its old strength, and becoming once more a serious political 
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force. This could only be done by the introduction of the trans- 
ferable vote. But the transferable vote could only be introduced 
with the help of one of the two»big parties. : cis 

As a means to this end, the Liberal. Party: itself might"be used 
as pressure group—by offering to conclude an electoral truce with 
the Conservatives, on condition that they pledge themselves to 
the introduction of the transferable vote. The truce itself would 
take the form of dividing all constituencies between the two 
parties in proportion to the number of votes cast for each at the 
General Election—a proportion of 4.45 to 1. (Thus the Con- 
servatives would contest 445 seats to 100 contested by the Liberals.) 
Such an arrangement would preserve the complete independence 
of both parties. 

If this gave the Liberals a “ casting vote” in the Commons, they 
would of course have to form a coalition with one of the other 
parties—presumably the Tories... If such a coalition broke up 
because the Tories failed to live up to their present Liberal pre- 
tensions, some of the more enlightened Tories might then very 
well come over to the Liberals. So, perhaps, might some of the 
more moderate Labour members.—Yours faithfully, 

Trinity College, Cambridge NIGEL SEYMER 


Sir,—Your contributor dealing with the subject of the middle 
class had a close look at the only possible solution of his problem, 
turned his back on it, and resigned himself to political impotence. 

The outcome of elections is unpredictable and it is not beyond 
the bounds of possibility that the next election may follow a 
partial or cemplete collapse of the country’s economy, in which 
case many thousands whom even semi-starvation would not induce 
to vote Conservative might turn towards the Liberals. 

Apart, however, from such an unpleasing eventuality, it seems 
likely that the two main parties would have fairly equal repre- 
sentation in the House, and if only 50 Liberals are returned the 
majority party could not afford to ignore their opinion. A 
hundred Liberal members could almost certainly influence the 
course of events decisively and the future of the Liberal Party 
would then depend largely on their actions—Yours faithfully, 

V. MOLYNEUX 

46 Grasmere Gardens, Harrow Weald, Middlesex 


Sir,—The brilliant diagnosis of your four articles on “The 
Middle Class ” is not carried far enough, with the result that the 
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cure suggested in the final paragraphs is half-hearted and in. 
practicable. How can a body of — be arene who would 
act together “ wi t being a party of their own”? How 
professional choked “gecognise its Own existence =n 
own importance ” unless it is organised into some politi form? 
Within the next twenty-five years the people of this 
have got to perform two main tasks. The first is to solve the 
immediate economic problems, which is another way of say; 
that the war remains to be paid for and the wealth wasted g 
destroyed thereby replaced. The second is to retain ng 
ne the democratic form of the state so that it may be 
proof against the advances of the totalitarians from either side 
At one time in our recent history our freedom was thr 
by the totalitarians of the Right. Now the danger appears to be 
Communism into which we may imperceptibly glide via m 
or, more probably, be high-jacked by the next swing of the 
pendulum after a future Conservative administration. TRE 
I think your correspondent is in error when he suggests that 
those who vote Liberal are exclusively of the middle or pr 
fessional classes. As the issues become clearer it is probable tha 
many who voted Labour last time to keep the Conservatives out, 
but who are not Socialists, may vote Liberal again. ote 
Another point I should like to make is that at a by-election, 
with Parliament constituted as it is at present only the “ sea-greeg 
incorruptibles ” are likely to vote Liberal. At a General Election 
the electorate would be influenced by different considerations, The 
Liberal Party is at the moment politically ineffective. If it were 
more effective, many more people would vote Liberal. Might not 
the present be the time for the middle and professional classes » 
take an active part in politics and to ensure not only their own 
survival but that of all free thought, free expression and free 
aoa ed in this country, and perhaps throughout the civilised 
wor . 
Hitler admitted that the Liberals, not the Communists, were 
his real enemies, and proceeded to destroy them. Let the true 
Liberals of this country be forewarned and take action in time 
Liberalism is not a middle way. It merely seeks to prevent too 
much power being concentrated in the hands of too few people. 
It matters little to an individual who has been deprived of his 
freedom whether those in power should belong to the Left, the 
Right or the Centre.—Yours faithfully, OLIVER SMEDLEY — 
16-27 Bunhill Row, London, E.C.1 S 
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AMERICAN: SURVEY 





Bronx 


(From Our US 


N American slang, a Bronx cheer is a derisive sound that 

induces no cheer in its recipient. No cheer whatever was 
given by Henry Wallace, and the forces behind him, to the 
Democratic Party on February 17th, when a special election 
for Congress was held in the Bronx. Mr Leo Isacson, American 
Labour Party candidate, for whom Mr Wallace and his group 
had been actively working, ran away with what is normally 
a safe Democratic seat. The publication of the result coincided 
with a radio address by Senator McGrath, the Democratic 
National Chairman, in which he urged that the third party 
effort should be abandoned and trusted that Mr Wallace 

will realise that unscrupulous forces who look to Moscow for 

guidance see im his candidacy a chance to disrupt the normal 

activities of our two-party system. 

The White House had no comment ; Mr Edward J. Flynn, 
Democratic boss of the Bronx, towards whom eyes rolled with 
eyebrows lifted, took refuge in the fact that the vote was light. 
Certainly the Democratic vote was light. It was 60,486 in 
that district in the presidential year 1944 ; in the off year 1946 
it was 39,316 ; and im this special election it was 12,578. The 
Republican vote was proportionately even lighter: in the same 
three elections it was 18,481 ; 16,931 ; and 1,482. The Labour 
Party figures, by contrast, showed hardly any change: 24,943 ; 
24,249 ; and 22,697. 

Other alibis are available: the district is predomimantly 
Jewish—Mr Isacson himself is a vigorous Ziomist—and there- 
for susceptible to the appeal to minority groups on which Mr 
Wallace’s campaign is based. So Mr Wallace doubtless m- 
dulged in overstatement when he said that this election presaged 
a third party victory in November. But he might have been 
en tenable ground if he had said it presaged a Democratic 
defeat. The unexpected margin of his candidate indicates that 
even in less specially favourable districts he may be able to 
divert enough votes to let the Republicans im rather comfort- 
ably. It shows that the split in ALP over the third party 
issue has not crippled its effectiveness. And, New York State 
politics aside, it gives to his followers elsewhere in the country 
an extra fillip for the last weeks of rolling up signatures on the 
petitions required in most States for a new party to get on the 
ballot. Im California and Illinois there is cause for left-wing 
rejoicing. There is evem more cause for Republican rejoicing 
everywhere. (Super-cymics are even wondering if voters, 
normally Republican, may have given the Labour Party a little 
help on this occasion.) om 2 

Clearly, if Democratic hopes are to be more than illusory, 
new energy must quickly be found, Outside the Patty proper, 
the two most likely «sources are the Congress of Industrial 
Organisations’ Political Action Committee, now a veteran of 
several campaigns, and the néw organisation for which the 
American Federation of Labour made arrangements at its recent 
executive meeting, Labour’s Political Education League. The 
purposes of the , in which all the AFL unions except 
the carpenters are taking part with greater ‘or less enthusiasm, 
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will be to get members and friends to register and to vote, to 
explain the issues involving their interest that are at stake in 
the campaign, and to compile and circulate the voting records 
of the candidates. In theory at least, the League will follow 
the traditional practice of rewarding the friends of Labour and 
penalising its enemies, whatever their party. Greatest activity 
is anticipated at the time of the primaries ; where all the candi- 
dates likely to offer themselves seem to be bad ones, the League 
will attempt to induce others to run. 

On what is a very similar programme, the CIO is somewhat 
further along. Highly practical four-page leaflets are being 
distributed outlining the dull indispensable details of. political 
action, card-indexing the ward, precinct and affiliation of every 
union member, checking names against official. registration lists, 
securing block workers to visit the families whose names are 
known and to ring the door bells. of the rest. 

The political arms of both the AFL and the CIO are financed 
by voluntary contributions. The funds are collected through 
the unions—“‘ Give a buck to PAC ”’—but the donors receive 
receipts and the funds are handled separately from dues money. 
This separation of political from economic funds followed the 
legislauon. on which—especially if the present halt in the up-. 
ward price spiral proves permanent—most of Labour’s cam- 
paign effort is likely to be comcemtrated. Candidates who voted 
fox the Taft-Hartley Act are going to have to do some fast ex- 
plaining if they are not to meet solid Labour opposition to their 

-election. 


re 
* 


That Act made substantial changes in labour law, but its 
importance as a symbol is even greater. Labour claims that it 
was passed because, at the last Congressional election, only a 
minority of the people went to the polls. Believing that a 
bigger vote would have meant a Democratic victory, Labour 
aspires, through a larger turnout this time, to bring in candi- 
dates who will secure its modification. A new Gallup poll, how- 
ever, finds that sentiment for revision has declined compared 
with last August and September. 

The law is an ommibus measure ; its various clauses are 
likely to be passengers with various destinations. Im the day- 
to-day economics of shop activity it is being widely used. Cases 
filed before the National Labour Relations Board in January, 
cases, that is, that had exhausted the regional boards’ procedures, 
numbered 3,008, am. all-time high in the Board’s twelve-year 

Wisile these cases were beimg disposed of, others were rolling 
in at a rate that can create a log+jam if it is continued. At the 
end of January, 7;237 casés°were pending ; about a fourth of 
them were hang-overs from the days°of the Wagner Act, but 
5.339 had come in under the new regtlations. But as the Board 
has been grinding out routine cases, a series of tests has been in 
preparation, some of them within the limits of the Board's 
procedure, amd some of themein the Courts, go 

One of the features of ‘the "Paft-HartleyAct~ most; bitterly 


seek injunctions. (Past use of the injunction m labour disputes 
in the United States—particularly im the 1920s—has no British 
parallel.) Not many injunctions have been sought. Bur two, 
one against a union and one against a company, are attracting 
wide attention. The Board is seeking an injunction agait the 
International bd tigg -oe Union (AFL) for ., to 
bargain collectively. union, an old-established group. of 
highly skilled workers, has always operated on a closed shop 
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basis. The closed shop is outlawed by the Taft-Ha Act. 
Where its contracts expired, the union sought’to,avoid « ve 
bargaining by simply posting conditions of work, Some time 
after the occurrence of the dispute the Board sought an injunc- 
tion, and hearings start March 1st and briefs have been filed by 
the AFL, the CIO and the United Mine Workers as friends-of- 
court as well as by the immediate parties. The other injunction 
by the Board, on which hearings started on February roth, 
concerns the proposed revised insurance plan of General Motors. 
The United Automobile Workers (CIO) contend that the com- 
pany agreed to bargain collectively on this plan. 

Two cases before or on their way to the courts concern civil 
as contrasted with economic rights. One is the suit of the 
National Maritime Union against the Board, brought on the 
constitutional ground that the affidavit required of officers of 
unions making use of Board procedures violates the right to 
freedom of belief. The contested wording runs: 


that he does not believe in, and is not a member of or 
supports any organisation that believés in, or teaches, the over- 
throw of the United States government by force or by any 
illegal or unconstitutional means. 


This case is now pending in the District of Columbia Federal 
District Court. 

The other main case is the recent indictment by a Federal 
Grand Jury of Mr Philip Murray and the CIO on a charge of 
violating the political expenditures section of the Taft-Hartley 
Act. Seven months ago, immediately after the Act became law, 
Mr Murray invited the indictment by authorising the publica- 
tion, in the CIO News, of an endorsement of Judge Ed Garmatz, 
then running in a special Congressional election in Baltimore, 
Maryland. When indicted, Mr Murray said he had acted 


in the hope that such an authorisation would enable the courts 
of the United States to rule again that no Act of Congress 
can abridge our basic constitutional rights of freedom of press 
and freedom of expression. 


These aspects of the Taft-Hartley Act are likely to receive 
attention as Labour seeks to bring its members to the polls, and 
selects candidates for political endorsement. And the intensity 
of their feeling on this and related subjects may determine 
whether the Democratic Party, minus the minorities, has enough 
strength to hold its own in the key States where the election will 
be decided. 


American Notes 


Waving the Ragged Shirt 


For two decades after the Civil War the Republicans, by 
“waving the bloody shirt” of the rebellion, perpetuated them- 
selves in power and distracted attention from their own rifts and 
the political corruption which was the hall-mark of the period. 
At the Jefferson-Jackson Day Dinner held in Washington (the 
prototype of many other fund-raising banquets throughout the 
country), Mr Truman waved the ragged shirt of the depression 
at the Republicans. Even in a party so riddled with dissension 
as the Democrats, the “ forces of selfish wealth and privilege” 
are as safe to attack as the man-eating shark, though there was 
little more than polite applause of these passages from Demo- 
crats able to afford $100 a plate, , 

Truman compared his ten-year programme of welfare and 
economic expansion to that vision of the westward march toward 
a new .frontier which. inspired Jefferson and Jackson; and 
accused the Republicans of cl g to a policy of selfishness and 


timidity which would once again ‘br wn the whole economy 
in ruins. Even businessmen, ‘he sidered, miight want more 
of the government “ hostility” which has transfarmed the defi- 
cits of 1933 into the record ‘préfits: of '1947:-. 

Prosperity is am invaluable party asset, though perhaps not so 
reliable a one’ as patriotism,.as the Republicans discovered to 
their cost. in 1929. . It did net suffice to conceal the cracks in the 
Democratic facade. At a dinner to promote party harmony, 
thought for the Sout ‘Democrats prompted 
silence on civil rights, and Mr James A. Farley, the practical 
architect of two Roosevelt victories, was enthusiastically wel- 
comed back into the fold. But his presence was more than off- 
set by the empty table reserved for South Carolina on the Presi- 
dent’s left hand and the of Mr Wallace. Mr Wallace was 
on every one’s mind, but his name was religiously avoided by 
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speakers who still cherish the hope, surely now qui sis. 
t Mr Wallace may 





since his heady victory in the Bronx, tha 


“tepemt. The excuse for the absence of the South Casolinigan at 


that there was no guarantee they would not be seated nan 
negroes, but in Little Rock, Arkansas, half the diners solemnly 
left a Democratic dinner as the loud-speakers began to carry the 
President’s speech ; and there was a tied vote on the question of 
whether the funds collected should be sent to the ‘ 
campaign fund or kept in Arkansas to finance party secession, 


* * * 


Inflationary Steel 


The serenity of the President's voyage in the Caribbean was 
this week shattered by the news from Washington that steel pro. 
ducers had announced price advances for semi-finished Kis 
by a general rate of $5 a ton. Peremptory instructions were 
cabled to the Council of Economic Advisers, and to the Depan. 
ment of Justice, to investigate the cause of the increases, and to 
determine whether or not the industry’s policy marks a violation 
of the anti-trust laws. 

In Washington the Department of Justice gave formal notice 
of attack on lines which were more than vaguely reminiscent of 
totalitarian methods. The Attorney-General, Mr Tom Qk 
reported that “ simultaneous questioning of executives of leading 
steel companies began [this morning] and is continuing.” The 
grilling will no doubt be mild by the standards of Prague or 
Warsaw, but the atmosphere is distinctly unfriendly, and the 
steel companies, which have long been suspect in respect of 
“ basing point price standards,” are facing a new burst of oppos- 
tion from Congressmen who have already called for the sub 
mission of evidence, and who are recalling Mr Troman’s earlier 
appeal for the revival of EPT. si 

The steel manufacturers, it must be noted, have ce 
strengthened their case by the sleight-of-hand procedure sana 
The new prices announced are generally for such products as 
forging booms, billets and slabs, at $54 a net ton (2,000 Ib), an 
actual reduction on the earlier schedule of $55, which was, how- 
ever, for the standard UK ton. There has been a wi 
assumption that the new prices represent a deal with the steel 
workers, in anticipation of a “third round.” of wage increases 
to be agreed this spring. The manufacturers, however, present 
a more belligerent view, and assert that, despite present. pro 
sperity, “ break-even” poimts are now so high that fresh adjust 
ments are necessary. The president of Republic Steel says, for 
example, that new prices are inevitable because of high costs 
inflated “by phoney economists and former New Dealers.” 

Non-integrated steel companies are the first to suffer from the 
new move, which certainly puts a new impetus behind the 
gathering wage claims, and which is scarcely in accord with the 
advice given recently by the Council of Economic Advisers, 
In the absence of those ruthless physical controls, or draconian 
monetary restraints which will scarcely emerge from the Depart- 
ment of Justice or from Congress (at least to judge by 1947) 
there is, however, perhaps a little to be said for the classic 
pattern of price movements at this phase of the postwar boom. 
Last year the rise in wages in the steel industry, and the sub- 
sequent price adjustments, were heralds of the general inflationary 
tide which followed the mild business setback in the spring. 
But such basic indicators may also be warnings that the industrial 
position is becoming more than ever unstable. Neither the © 
manufacturers nor the steel workers possess an automatic 
guarantee that demand will continue to bless their full claims 
through the whole of 1948. 


* * * 
The Future of Farm Prices . 
During the war years legislation, originally designed 





present indications as that the emergency legislation, 


with some changes, will be continued for at least another year. —— 
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Nevertheless, the Agriculture Committees of Congress have for 
some time been ee eer aes W , and » 
across the country, and the tr 
future agricultural policy is becoming clear. Mr Taft covered 
the two points on which expert opinion seems agreed when he 
spoke at Omaha, in the middle of the farm belt. He took for 
granted, as does practically everyone else, the Government’s basic 
responsibility for the farmer, but, he went,on, with courage and 
with what a Washington columnist “bleak. honesty,” to 
declare that price supports should be substantially lowered from 
their present level of 90 per cent of parity. The original pro- 
gramme of price supports affected only six basic commodities and 
varied between §2 and 75 per cent of parity and occasional sur- 
pluses have already shown what a heavy financial commitment the 
new level would involve in a real agricultural depression. The 
remedy proposed is that advocated by Mr Taft although it is 
usually put more tactfully: price guarantees are to be made more 
flexible and the list of commodities to be supported is to be 
revised and reduced. 

Mr Taft also favoured a revision of the parity price formula, 
and thus warmed his audience a little, since it is this formula 
which decides the actual level of support prices. At present it 
is designed to assure the farmer purchasing power equal 
to that he would have had in a base period, usually 1909-14. 
The main criticism of this formula is that it perpetuates an out-of- 
date agricultural pattern and a change in the base period is one 
suggestion. Another is that the farmer should be guaranteed an 
overall parity income rather than parity prices on individual crops. 


* * * 


Tight-Rope Walking over Palestine 


Mr Warren Austin’s dissertation on American policy toward 
Palestine shows that when one dare not move back, and cannot 
move forward, it is still possible to move sideways. The 
Administration, having failed to persuade the Republicans to pay 
any part of the price incurred by a Zionist adventure which has 
profited the Administration in the past, is attempting to buy 
time and to widen international responsibility for the next step, 
On Palestine, as on the domestic civil rights issue, cannon are 
thundering to the left and to the right of Mr Truman. But on 
Palestine they thunder in unison. In the Bronx, Mr Henry 
Wallace has made the charge that the President “ talks Jewish but 
acts Aryan” and that he is stalling until after the election. On the 
far right Mr Taft’s mobile guns have growled out that a moderate 
force under the United Nations should be sent to enforce partition 
and that the shipment of arms to Palestine, now embargoed, should 
be “ controlled and. regulated in accordance with the policy” de- 
veloped by the Palestine Commission of the United Nations. 
Senator Taft went on to say that the situation called for more 
than formal expression of adherence to the United Nations’ de- 
cisions, and that if the Great Powers failed to back up those 
decisions, the United Nations would sink into insignificance as 
did the League of Nations. 

Mr Taft may merely be extending to Palestine the tactics the 
Republicans are following in the civil rights dispute: holding the 
Administration embarrassingly to the letter and the implicaton 
of its promises. But the issue of the authority of the United 
Nations is taken to heart by many who are not Zionists and 
who fear that Palestine may prove the Ethiopia of the United 
Nations. The election of the American Labour candidate in the 


thought on the. question of _ 
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Bronx is a pointed reminder that Palestine may lose the Adminis- 
tration ;one of ‘the omickles :that sgoes’ to. make the muckle of 
Democratic victory. In such a Jewish district the Wallace candi- 
date was at his strongest, but it is clear that the Jews in New 
York, like the negroes, may swing the city that can swing the 
state that can determine the election. The defeated Democratic 
candidate did not fail. to support partition ; and the Administra- 
tion by: now. must be aware that it can continually be outbid 
by one or the other side of the opposition. The political liabili- 
ties of enforcing partition with American troops—quite apart 
from the considerations of oi supply both to Marshall Europe and 
to the United States in the event of another war—are very much 
more formidable. Even if Congress took the unlikely step of 
approving the dispatch of American troops, the effect of sending 
American boys to enforce Jewish ambitions in Palestine might 
well set up a running sore of racial hatred which would sap 
Democratic strength over a much wider area than the Bronx. 


* * te 


Planning for Security 


In his final report as Ohief of Staff of the United States 
Army, General Eisenhower outlined some of the practical diffi- 
culties which would make the establishment of a basis for endur- 
ing peace a long and arduous process, and then went on to dis- 
cuss the “short-term security programme” of the United States. 
This is intended as an insurance against quick or overwhelming 
military defeat, although not against “unlimited atomic devasta- 
tion,” and includes industrial as well as military preparedness. 
The General repeated his previous recommendation for univer- 
sal military training as “an essential measure under present cir- 
cumstances.” In spite of this expert advice, Senator Taft is not 
convinced that an adequate case has yet been made for a measure 
so entirely “contrary to the whole concept of American liberty.” 

On this question the Senator finds himself opposing Governor 
Dewey and Mr Stassen and, of course, President Truman, but, 
rather more unexpectedly, supporting Mr Henry Wallace. 
Although there are indications that labour objections to universal 
military training are weakening, a number of other groups are 
still campaigning strongly against it, on the grounds that it is 
both harmful to the youth of the country and useless under 
modern conditions of warfare. These groups include many well 
known and respected figures in the religious and educational 
worlds, whose influence on the independent voter is appreciable. 
This, coupled with a recent Gallup survey which showed that 
the percentage of those approving universal military training had 
fallen from 75 to 65 in six months, has certainly something to do 
with the reluctance of the House Rules Committee, in spite of 
pressure from both Republicans and Democrats, to bring up for 
debate the Bill which was reported favourably by the Military 
Committee last July and on which action was expected during 
the present session. 

General Eisenhower declared that, unless this vital issue were 
settled in the near future, it would be necessary to “ embark upon 
a total reorganisation of the Army’s civilian components ”—the 
National Guard and the Organised Reserves. This whole ques- 
tion is at present being studied by the Gray Committee, set up 
by the Secretary of Defence, Members of the Army and Air 
Force Reserves are said to be very dissatisfied with the way in 
which they are organised and with the low standard of the train- 
ing they receive, but the National Guard seems to be emerging 
from its postwar difficulties and to be growing in strength. 
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(From Our Prague Correspondent) 


February 22nd 

HE cloud which went before the storm that has broken over 

parliamentary democracy in Czechoslovakia has long been 
plainly visible on the horizon. It began to grow menacing when a 
majority of the Cabinet rejected a Bill presented by the Czech 
TUC (URO) and substituted ome of its own prepared by Mr 
Majer, the Social Democrat who was Minister of Food. Within a 
day, the Communists had organised two mass meetings, one of 
factory works council delegates and the other of hand-picked 
farmers from all over the country ; they threatened that “ economic 
upheaval” would result if the Cabinet did not climb down. The 
other parties in the Cabinet, greatly daring, replied by passing a 
resolution, the Communists again dissenting, in which they in- 
structed Mr Nosek, the Communist Minister of the Interior, to 
stop victimising non-Communists in the police. 

Mr Nosek took no notice. Pleading ifiness, he refused to 
appear before the Cabinet to explain why he had not carried out 
its order. The non-Communists accordingly refused to discuss 
anything else. Thereupon the Communist Party immediately 
issued a call to action stations, to defend democracy and National 
Government. The non-Communist Ministers still persisted in 
their demand and absented themselves from the Cabinet to 
enforce it. By this time it was clear that it was action stations 
for all, and not merely for the Communists. The following day 
the non-Communist Ministers, with the exception of the Social 
Democrats, offered their resignations to the Prime Minister. He at 
once asked President Benes to accept them, which the President 
refused to do. The battle for the soul of Czechoslovakia had 
begun in real earnest. 

The main issue could scarcely be clearer but the Communists, 
as is their invariable way, have dragged in a great many other 
matters. They include all the Bills on which it has so far been 
impossible to reach agreement, as well as an entirely new demand 
fox the immediate nationalisation of all private concerns employ- 
img more than 50 workers—a demand which goes back on all 
their previous pledges. Curiously enough they did not raise the 
question of the Constitution, which is strlf not agreed after nearly 
two years of discussion. The main question is therefore simply 
this: whether the chosen representatives of the majority of the 
electorate, which votes on a system of proportional representation, 
shall or shall not give way to the representatives of what is un- 
questienably a minority, even though it claims to represent “ the 
people.” The answer President Benes gave to a deputation of 
workers was: “Parliamentary Democracy must go on for ever.” 
This reply was broadcast to the nation by the Communist- 
comrolled radio, together with his statement: “TF trust the 
workers” and the deputation’s assurance that “the working 
people trust their President.” 


Burden on President Benes 


Writing while the dispute is still at its height and the result 
uncertain, it is ampossible to do more than enumerate the factors 
which will affect its Sohetion. “Phe principal factor is a new.version 
of the old problem of a force which, if applied, would be 
irresistible and, a mass which though not. immovable is at least 
unshakable. As a _ physical force the Communists are 
itgsistible, but the intellectual yearning for freedom is as 
strong im the of very many Ceechs as it is in that of 
the President. _ munists control the trade unions, the 
factories, the police amd,yte all insents and purposes, the afmy. 
At the last election they polled about 42 per cent of the votes in 
the Czech * Lands ” and about 37 per cent im the whole country. 
Their present conduct, with another election due in three months, 
suggests that they do not expect to improve materially on 
this percenzage. They remain, however, far stronger numerically 


than in any of the east European countries in which they already . 


dominate the situation, and they represent perhaps. cent 
of the electorate. In Other words, at least three ae Re Bery 
five yoters are against them, i 

But this Comertinist minority is orgaftised_and disciplined, 
whereas the’ majority is neither organised nor eve united. The 


minority is led by a set of men, many of them idealists, w 
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know their own minds. The leaders of the majority, by resigning, a 


have cast the chief burden and heat of the day on the President, 
They are ordinary parliamentarians, accustomed to the give and 
take of parliamentary life, shrewd at tactics and compromises, but 
unproved as yet in matters of principle. This is especially true 
of the Social Democrats, who hold the balance between the 
Communists and the others, who have their following mainly 
among the workers, and who are therefore bound to consider 
how far their flock would go if faced with victimisation in the 
factories. Benes, of course, is both a rock and a host, and his 
prestige is immense. But if the opposition of the no 
in the Cabinet were to falter, his own declaration that Parlia- 
mentary Democracy must go on would oblige him to accede to the 
wishes of his Cabinet. The Communists have been wooing the 
Social Democrats with the most fraternal ardour and have induced 
a number of them to join them on the platform. The final 
result of their blandishments is already apparent. 


Choice Before Communists 


In any case, however, it is clear that if parliamentary democracy 
does “go on for ever,” it will be because the Communists have 
spared it at this critical moment in its development. They could 
overthrow it as and when they pleased, without any help from 
anyone. But not all of them want to overthrow it. The more 
level-headed among them realise they would face the prospect 
of a boycott of the legislative organs by the other parties, and that 
camouflage like that in Hungary and Poland is well-nigh 
impossible. They would also face the wunconcealed hostility of 
three-fifths of the Czechs and more than two-thirds of the Slovaks. 
They would have to find a new President and Foreign Minister. 
As to the latter, a Social Democratic paper recently declared that 
Masaryk, when asked what would happen if the Communists got 
§1 per cent of the votes at the next election, replied: “Then you 
see before you the Chairman of the League of Future Political 
Prisoners.” The story may be apocryphal but it carries a moral. 
The only way to muzzle not only Benes and Masaryk, but a good 
many others would be to put them in gaol or hang them. ‘That 
is quite an undertaking, even for Communists. 

Czech Communists have so far been law-abiding enough, except 
when their enthusiasm runs away with them, ar when their leaders 
get themselves into a position from which it is difficult to with- 
draw without loss of face. So far as votes in the next election are 
concerned, they have probably lost more than they have gained 
in the past week. Indeed, last Saturday, several members of the 
Party were seen in the Wenceslas Square openly tearing up their 
membership cards to show their distaste for the methods that 
are being used. Allegations that men like Dr Zenkl, leader of 
the Czech Socialists, is plotting an armed rising in conjunction 
not only with the West, but alse with “the German. Military 
General Staff,” sound ridiculous to. Czechs who know Dr Zenkl’s 
record during the war, when he spent.a long while in a concen- 
tration camp. Indeed, when such a charge is made by an official 
radio commentator on the basis of an official communiqué, it 
merely arouses suspicion of the motives of those who bring it. 

The question of the police is really a major issue by itself. 
Under Mr Nosek, the various police forces a8 the Sbntry have 
been unified. They now form a trade union which is part of the 
nébipn-wide tictwork: ‘Of the ‘revolutionary trade’ union move- 


ment, ROH. When the other parties attacked Mr Nosek for com- _ 


mwunising the police they hit a keystone of the arch of Communist 
power in the 


his supporters, “ but we are not goimg to give it them.” If 
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principle, there should be an appeal to the ‘electorate: | So-far 


the only appeal has been to the organised workers, not even 
to all of those. That Shtie Willdet-an elotbiget once temeae ae 
one of the few prophecies which seem safe in the present situation. 
It is, in any case, due in May. If parliamentary democracy 
a by then already gone under, the election will, of course, be 
a farce. 


Eire Without De Valera 


[FROM OUR DUBLIN CORRESPONDENT] 


Tue new Irish “Inter-Party”” Government, includes representa- 
tives of the most divergent interests. The fact that they could 
combine at all registers the depth of their desire to change the 
administration. There is no doubt that the country generally 
was tured of Mr de Valera’s Government and that the change 
was popular. It was widely felt that his party had enjoyed a 
monopoly of power and patronage long enough. The assembling 
of the new Executive Council was a masterpiece of diplomacy 
and compromise: every party agreed temporarily to shelve some 
of its most cherished policies in the interests of unity. 

One of the most difficult problems was the selection of a leader 
to act as Taoiseach or Prime Minister. In the end the choice 
fell on Mr John Costello, who very unwillingly agreed to allow 
his name to be proposed in the Dail. In consenting to act, 
Mr Costello has made great ‘professional and financial sacrifices. 
At the height of his career he has abandoned a lucrative practice 
at the bar for an office which will certainly prove extremely 
troublesome and may not prove to be very durable. Other 
Ministers have made similar sacrifices, and many members of the 
new ministry are animated by a sense of duty rather than by 
personal ambition. They feel they have a mission to improve the 
government of the country and to demonstrate that party 
differences can be subordinated to the public good. 

The new Executive Council contains a great deal of ability 
and experience. The Taoiseach was Attorney-General in Mr 
Cosgrave’s administration, which came to an end in 1932, and he 
has been, since then, an active opposition member in the Dail. 
He possesses the highest legal and political attainments and to 
have been selected as leader of such a mixed group is itself a 
great compliment to his integrity. He enjoys the advantage of 
not possessing a “ national record,” which means that he took no 
active part in the physical force movements that preceded and 
followed the Treaty. His appointment, therefore, registers a 
break with the militant tradition in Irish politics which is very 
welcome and long overdue. 

The new Minister of Finance, Mr Patrick McGilligan, who 
also served for many years in the Cosgrave Government, is a 
man of first class ability and considerable experience, a member 
of the senior bar and Professor of Law in University College, 
Dublin. He can be relied upon to conduct his deparrment with 
distinction. The Department of Education has been entrusted 
to General Mulcahy, the leader of the Fine Gael Party, who has, 
with characteristic public spirit and. self-effacement, consented 
to take office under one of his own junior followers. He, also, 
possesses long experience of administration in Mr Cosgrave’s 
Government. Two other members of Fine Gael have seats in 
the Executive Council. The other ministries ‘are divided among 
the co-operating parties in rough proportion to their numbers ; 
two to the Labour Party, two to the new Republican Party, and 
one each to the National Labour Party, the Farmers’ Party and 
the Independents. 


Right and Left in Harness 


The Independent who obtains office is Mr James Dillon, who 
becomes Minister for Agriculture. This is an excellent appoint- 
ment. The increase of agricultural output, the reduction of 
costs of production and the expansion of exports are the most 
vital needs in the economic life of the country. To this serious 
and, it must be admitted, exceedingly difficult task, Mr Dillon 
brings a strong mixture of native , business experience 
and economic commonsense. He stands in the tradition of Mr 
Patrick Hogan, Mr Cosgrave’s brilliant Minister for Agriculture, 
and is completely immune from protectionist fallacies. Politically, 
Mr Dillon is at the «xtreme right of the new combination of 
parties. He advocates closer association with the British Common- 
wealth and active a jon with the Western democracies 
against the menace communism. , 

Right at the opposite end of the political spectrum is Mr Sean 
McBride, the leader of the new Republican Party, who advocates, 
as his ultimate aim, an Irish Republic completely detached from 





when the programme of legislation comes to be arranged. No 
doubt new legislation will be reduced to the barest minimum’ and 
controversial measures avoided as far as possible. But there are 
certain steps that must be taken if the Government of the 
country is to be carried on. The estimates must be approved 
and the budget passed. It is shard to see how estimates and 
budget can be prepared without strong differences of | opinion 
arising between the different groups, particularly between the 
Labour parties and their more Conservative colleagues. The 
published programme of the Government contains proposals for 
economy and retrenchment which may prove hardly consistent 
with other proposals for social services and welfare. In spite 
of these obvious difficulties, it is generally believed by judicious 
observers of the political scene that the combination will survive 
the strain and that there will not be another change of govern- 
ment in the near future: 

The common desire to exclude the late administration from 
returning to power, the vested interests created by the possession 
of office and the dislike of another election are all factors that 
may prove steadying influences in an apparently unstable 
situation. If the experiment succeeds it will demonstrate that 
proportional representation can be extended from the electoral to 
the executive sphere. 


Chilean Crosscurrents 


[FROM A SPECIAL CORRESPONDENT] 


Ever since the end of the war Chile has gone through political 
experiences which would be enough in themselves to unsettle a 
nation less stoical or basically sound. In February, 1946, there 
was a general strike led by the Communist elements in the labour 
movement, Although the strike was finally broken by the Social- 
ists, they, too, lost prestige.. The president, Juan Antonio Rios, 
was at the time mortally ill, and all. knew that a presidential 
election. would be held. Therefore, the - Socialist-dominated 
Government could carry out few of the things which it promised. 
On the other hand, the Congress was controlled by the Right—the 
Liberal and Conservative parties—who were unwilling to carry 
out social reforms of any importance. 

Out of that situation, the Communists were the gainers. By the 
time the presidential election was held in September, 1946, the 
Communists were supported by most of the forces of the Left in 
Chilean politics, and were able to put forward as candidate for 
President a member of the Radical party who had for years been 
particularly intimate with them, Gabriel Gonzalez Videla. This 
is the Sefior Videla who has gained some notoriety in recent news 
from the Antarctic. 

In. the elections Videla came out as the leading candidate, 
but failed to gain a clear majority. In the negotiations that 
followed to determine whom parliament would select—if no 
candidate receives 51 per cent of the popular vote the President is 
elected by the Legislature—the key position was held by the 
Liberals. They first backed Fernando Alessandri, a Senator, 
twice president of the Republic, and the real “ grey eminence ” of 
Chilean: politics, but they: finally agreed to vote for Videla, and in 
return they would provide three members of the-new. Cabinet. 

So for six months Videla. governed with a Cabinet composed 
of members of his own Radical party, the Communist party and 
the Liberal party. These ministers’ were usually at cross 
purposes. Two groups—the Liberals and the Communists—were 
avowedly meant to checkmate one another. The Communists 
used their position in the administration for two purposes—to 
infiltrate into the government machinery as much as possible, 
and to win control of the Labour movement. The opposition 
did not move because they feared that the Government 
would ‘step in and replace the anti-Communist leaders of 
various unions and put in their stead Communists or 
their friends. On the other hand, the Government gave complete 
support to the Communist faction of the Labour movement, 
subsidising it and endorsing it on every occasion. Thus the 
Communists had in early 1947 a good half of the unions under 
their contrel and from two-thirds to three-fourths on their side. 
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Communist Errors eae 

But they made a serious error. They acted as i already 
had a dictatorship. They tried to gain control of the rationing 
system of the country. In some areas they succeeded and used it 
as a weapon to force people into their party and its organisations. 
They launched a terrorist campaign against their rivals in the 
Labour movement—the Socialists and Anarchists—to see how:far 
they could go in this direction. But these moves rebounded, 
tending merely to unite all factions against the Communists. This 
united pressure became irresistible after the municipal elections 
of April 6, 1947, which showed that the allies of the Communists 
in the Government had lost heavily, even though the Communists 
themselves had gained. The Liberals found that the conserva- 
tive-minded voters went over to the Conservatives, resenting the 
association of Liberals with Communists. 

The Liberals thereupon left the Government, and President 
Videla was faced with a dilemma. Though only a few weeks be- 
fore he had said that nothing in heaven or on earth could separate 
him from the Communists, he was forced to decide whether 
or not he should dismiss them from his Government, which now 
had a minority in parliament. Although it would have been 
possible for Videla to govern in this situation, it would have been 
difficult. If the dictatorial tendencies of the Communists had 
become more pronounced, it would have been virtually impossible 
to get the support of the anti-Communist army. 

So the Communists left the Government. For a little while 
they did not attack their old hero. They urged him to be sure to 
carry out the programme upon which he was elected President. 
They attacked his “reactionary advisers,” but not the President 
himself. They steadily increased their pressure on the Govern- 
ment through a series of strikes, particularly in the. basic mining 
industries. The President became increasingly perturbed by these 
and finally, in August, 1947, broke with the Communists. 

Soon afterwards the Communist-led coal miners’ unions went 
out on strike. This was hitting at the heart of the whole Chilean 
economy. It was in the coal mining regions that Communist 
control was probably closest. Faced with this threat, Videla 
offered the coal miners a justified 40 per cent increase in their 
wages and a number of other economic benefits. The Communist 
leaders prevailed on their followers not to accept this offer. An 
ultimatum was therefore issued ; and, when it expired, troops and 
sailors marched jnto the mining districts. Most of the chief Com- 
munists in the area were arrested. At the same time the 
President announced that he was immediately putting into 
effect his offer to the miners. Anti-Communist miners were 
meanwhile brought in from all parts of Chile. The local miners, 
who had been kept out mainly by threats that they would be 
killed in the mines if they returned, then went back. 


A Broken Partnership 

The Communists tried to stage a general strike throughout 
Chile in protest against this handling of the coal strike. It failed 
miserably, and in such places as the copper mines, and nitrate 
* officinas”” in the north, Communist union leaders were arrested. 
The result of all this has been to turn Videla against the 
Communists, at least for the time being. He asked for special 
powers from Congress to deal with the strike situation when it 
arose, and used them to deport a fair proportion of the Communist 
labour leaders to the extreme southern part of Chile. He broke 
off relations with Russia, Jugoslavia and Czechoslovakia on the 
claim that they were giving orders to and subsidising the Chilean 
Communists. It is more likely that the Chilean Communists 
received their directions from certain leaders of the Argentine 
Communist party who are in direct contact with Europe, 

But Chilean politics are volatile, if nothing else. It is not 
inconceivable that the situation will change again on short notice. 
It remains true that the President’s own Radical party is 
thoroughly honeycombed with friends and perhaps agents of the 
Communist party. There is a strong faction which is opposed to 
Videla’s present anti-Communist stand, and tends to emphasise 
its agreement with the President’s mot of less than a year ago 
that “anyone who is anti-Communist is a Fascist.”” Further- 
more, it is as yet uncertain to what extent the faith of the consider- 
able masses of the working-class, who followed the Communist 
party, has been shaken. To a certain degree the reaction 
of the workers will depend upon the ability of the Socialists and, 
to a lesser degree, the Radicals to fill the gap among the workers 
left by the Communists. It is impossible to be very sanguine 
about this—Antarctic expeditions and high-flown oratory are 
no substitute. Finally, the possibility of some new political current 
arising from the workers’ disillusion with 
Communists aroused a year ago is not to. 
all, Perén is just across the Andes, and he has a powerful “labour 
movement” of his own. He has hitherto been thwarted in. his 
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endeavour to co-ordinate the Chilean economic and Political 
system with his own by the negotiation of a treaty.. In the present, — 
uncertainty he may see a chance to achieve his ends by other. 
methods. ; : 


Interregnum in’ Trieste “d 


Few tasks could be more fraught with administrative and 
political problems. than that of governing the Free Territory of 
Trieste. ‘When, on September 15, 1947, Major-General T. §S. 
Airey took up the position of Commander of the British/United 
States zone, he expected to do no more than form a temporary 
caretaker administration for the few days or weeks which would 
precede the appointment of a civilian Governor. Instead, 
several months have passed and the appointment of a Governor js: 
as remote as ever. General Airey’s administration has had to 
carry out economic and political measures without authority for. 
long-term planning ; indeed, he is expressly forbidden by the — 
Italian Peace Treaty to do anything which would lay down a 
precedent or limit the action of the future Governor. In his 
report for the period up to December 31, 1947, and issued by the 
Foreign Office this week, the burden of governing under such 
intolerable conditions is referred to again and again, 

From the first, the Free Territory of Trieste has been under 
continual ideological fire from Jugoslavia. The truculenr 
behaviour of General Lekic, the rabble-rousing tactics of the 
Communists, and the traditional brigand-like atmosphere of 
south-eastern Europe make administration extremely difficult. It. 
is hardly surprising to find General Airey’s sympathies are pre- 
dominantly pro-Italian, Italian law is enforced and local govern- 
ment is based on the Italian model ; the economic policy of the 
Italian Government has been adopted, and Trieste has been in- 
cluded in the Italian economic system. Nevertheless, General 
Airey has strictly upheld the democratic principles of free speech, 
free press and free association. In an interesting table he gives 
the number of applications granted and refused for holding public 
meetings : 

Granted, Refused. 
From Slav and Communist organisations ... 180 12 
From “ In ST, OEMS cncccnse cnacesichas 16 1 
From pro-Italian organisations .................. 130 5 
Free movement of Triestines between the two zones is allowed, 
and a monthly average of 70,656 crossings through the control 
posts have been recorded. To maintain order General Airey has 
a police force commanded by 23 British and American officers 
with 5,753 policemen drawn from local sources and trained on 
London models, There is no censorship of the press, but news- 
papers and periodicals are licensed by the Allied Military Govern- 
ment according to the technical facilities available. All six daily 
papers, regardless of their political outlook, are printed in the 
same plant and housed in the same building. The Communist 
and pro-Jugoslav papers have a circulation of about 23,000, while 
the pro-Italian papers average about 80,000 copies. Only one 
paper champions the Free Territory as a political entity; its 
circulation is about 7,000. 


Trade and Unemployment 

Even more difficult than dealing with the political situation has 
been the task of reorganising the economy of Trieste. The 
British /United States zone has an estimated population of E 
Formerly it relied on such mercantile activity as shipping, in- 
surance, brokerage and banking for its prosperity ; bur now there 
is a marked reluctance by businessmen to invest their capital in 
an area with a temporary government and an uncertain future. 
The result has been heavy unemployment—estimated at 25,000— 
particularly among “white collar” workers, who, without special 
training, are unsuitable for manual labour. Due to the ban on 
jong-term planning, General Airey has aimed at little more than 
preventing disease and ynrest. Food and essential commodities 
have a eet ws a eon relief and from en 
unemployment down embarking on e¢ssenti 
public works. Trade has been carried on principally with Italy, 
but its one-sided nature is represented by a debt of 1,500 million 
lire owing to the Italian banks from the Triestine banks. 
total trade with Jugoslavia amounts to little over 500 million lire, 
with a balance in favour of Jugoslavia of 174 million. 

The most important fact brought out in General Airey’s report, 
however, is the virtual absence of any large group of Triestines 
who are prepared to accept Trieste as an entity in itself. The 
population is sharply divided between the pro-Italians and the 
pro-Jugoslavs—almost none are _pro-Trieste. The ONCHENG icatior 
is that Trieste is doomed to political instability and un 
such time as the Italian and Jugoslav national and racial i 
can be resolved. ik tae , a 
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The Budget Prospect 


WELVE months ago there were some who hoped that 
in this coming financial year, 1948-49, when most of the 
terminal expenditures left over from the war should have been 
running off, the total of Government expenditure would be sub- 
stantially reduced, and might even fall towards £2,500 million. 
The estimates of the year’s requirements of the Defence and 
Civil Departments, published last week, have finally extin- 
guished these always rather sanguine hopes. It is clear that 
the level of the Budget which is now taking shape will be around 
£3,000 million, excluding all items of expenditure conven- 
tionally accounted “ below-the-line.” Not until the actual 
Budget statement will it be known how much terminal expendi- 
ture has still to be provided for, but the reduction from last 
year’s provision of {£440 million should have been substantial. 
It appears, therefore, that the benefits of the ending of abnor- 
mal expenditures arising from the war—and, moreover, of the 
acceleration of the reduction in the armed forces— have been 
swallowed up by the rising tide of outlays on the social services. 
The implication is that, in the absence of any far-reaching 
changes in policy, the future level of the Budget is not likely 
to drop significantly below this immediately prospective figure 
of £3,000 million—and even that figure, presumably, makes 
little or no allowance for any further rise in prices. 

A little reflection on these figures should suffice to check 
any premature rejoicing at the size of the revenue surplus which 
recently has been piling up “above-the-line.” It is, however, 
an mmpressive surplus, for most of the recent accumulation does 
not arise from any such internal financial juggling as enabled 
Mr Dalton twelve months ago to budget for a bookkeeping 
surplus of {270 million—an estimate adjusted to £308 million 
after the changes made in the interim budget last November. 
In the first 104 months of the current financial year, ordinary 
revenue exceeded ordinary expenditure by roughly £750 mil- 
hon. Almost every one of the revenue items has been buoyant 
and, with the possible exception of Excise receipts, all seem 
likely to reach or comfortably exceed the estimates. Income 
tax, for example, might conceivably yield a round £100 million 
ovwore than Mr Dalton expected, and EPT and profits tax, which 
were expected to drop by more than £150 million, have fallen 
by less than half that sum. Customs revenue, despite the 
import cuts, will largely surpass the revised estimates. Even 
among the abnormal items, sales of surplus stores and profits 
from Government trading were expected to fall by {50 million, 
but have already risen by {100 million. Altogether, ordinary 
revenue seems likely to reach £3,850-£3,950 million. 

Estimation of the year’s expenditure is liable to a wider 
margin of error, in consequence of the heavy and unpredictable 
items which are commonly brought to account in the closing 
weeks. On the basis of last year’s experience, the total would be 
little more than {£3,100 million, or rather less than the original 
estimate. But the heavy supplementary civil estimates recently 
presented make it likely that this figure will be considerably 
surpassed. It is believed, however, that in consequence of 
savings on other votes, the total of civil expenditure will pro- 
bably not exceed the original provision by much more than the 
amount ({95 million) involved in the recently revised “ sup- 
plementary” for the Ministry of Food. Hence the year’s global 
total may fall some {100 million short of the revised estimate 


of £3,421 million. It will be noted, however, that even on that 
figure the year’s surplus might be around £500 million; it 
could conceivably be {100 million more than that. Lest figures 
such as these should encourage dangerous illusions, two major 
reservations should at once be made. First, at least £200 mil- 
hon of the surplus will reflect merely Mr Dalton’s “ clawing 
back” process. Secondly, this year’s outlays below-the-line, 
though somewhat smaller than at first expected, have been very 
large. Excluding such special items as the subscriptions to the 
Bretton Woods institutions, they already approach £700 million. 

What, now, of the prospect for the coming year ? Defence 
expenditure is estimated at {206 million less than the 1947-48 
estimate, while Civil expenditure will ostensibly be only {10 
million higher, at £1,708 million, despite the heavy additional 
expenditure arising from social insurance and the new National 


“ Orprvary ” Expenpiture, 1948-49 


({ Million) 
Supply Services :— 
WE ey veins 5 ae 6 hay oe 6408s Remeei nce 153 
ROGER Pe hake Via BPE Ss WS 
Ale shite 8:6 «ES > SEE KIS De BDI ULS 173 
Supply (Defence portion) ........... 61 
Ministry of Defence ............0008 1 
— 693 
Civil, Dewartmengn. . 5. : ¢edncsnkheas ae 1,708 
Revenue Departments.............. 3» 
Post: Office-(net)iiccc. oes. ise WERE 20* 
——- 1,758 
Consolidated Fund Services :— 
National Debt Interest, etc. ........ 525+ 
Other Consolidated Fund Services... 35* 
— 560 
3,011 


* Estimated, 
¢ Amount of “ Fixed” debt charge as provided for 1947-48. 


Health Service. But this comparison is distorted by the abnor- 
mality of the arrangements made under the recent Anglo-Argen- 
tine Agreement. The whole of the Ministry of Food’s advance 
payment of roughly {100 million is being charged against the 
current year’s expenditure, thus correspondingly relieving the 
estimate for the ensuing year. On a true reckoning, therefore, 
civil expenditure would show a large expansion—yet the esti- 
mate for the current year included no dess than £320 million 
for terminal payments, a sum which surely should have pro- 
vided a large measure of slack for 1948-49. The remaining items 
of expenditure, both “ above ” and “ below ” the line, will not be 
known definitely until Budget day, but the global total above-the- 
line may be put at around £3,000 million. 

After the wide errors in the official forecasts of revenue for 
the current year, any attempt to estimate its course mext year 
involves more than usually hazardous guesswork. But it is plain, 
first, that some hundreds of millions of this year’s non-recurring 
or nominal credits will be lopped away. In the current year, 
sales of surplus stores and receipts from trading will have pro- 
vided about £300 million. Mr Dalton implied twelve months 
ago that these sources would now be drying up ; after their 
recent performance, his successor may perhaps be more opti- 
mistic. But he will presumably be unable, even if he wished, 
to produce any more rabbits from the hat, to match Mr Dalton’s 
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'** clawing back.” The deficiency on these three items may be 
guessed at around {£400 million, and might be much larger. 

Secondly, there will be cross-movements from the 
operation, for the first full year, of the tax changes made in 
the two Budgets of 1947-48. The increases in profits tax, in 
customs and excise and in stamp and estate duties should bring 
in an additional revenue of £259 million minus a loss of £62 
million on income tax. The great imponderable is Excess 
Profits Tax. The terminal date for this tax year was fixed at 
December 31, 1946 ; but the effects of this termination upon the 
revenue operate only after a considerable time lag. Mr Dalton 
expected that at least half the effect (measured in terms of the 
1946-47 yield) would be felt in the year now ending and that 
receipts in and after 1948-49 would be “not much more than 
a trickle.” But his forecast for the current year has proved to 
be so pessimistic, and the tide of receipts is still flowing so 
strongly that it seems permissible to assume a fair revenue from 
this source in the coming year. Conceivably, the loss of revenue 
on this account might not be more than £125 million to {150 
million. There remains to consider the great uncertainty about 
the effects of changing levels of prices, incomes and volume of 
imports, and of the new austerity. These factors cannot be sur- 
veyed in detail here; but they involve adjustments in both 
directions and on both sides of the account. On balance, their 
effect may be small—unless prices rise more steeply. 

On such assumptions as these—they are made only for the 
purpose of indicating the broad shape of the budget problem— 
the decline in total ordinary revenue in 1948-49, on the existing 
basis of taxation, might not be more than £300 million to £400 
million. On that basis the year’s prospective revenue would be, 
say, between £3,500 million and {£3,600 million—including 
rather more than a further {100 million from surplus stores and 
trading receipts and {100 million to £125 million from EPT. 
There would thus be a prospective surplus, above-the-line, of 
£500 million to £600 million—or, if the doubtful terminal items 
must be regarded as exhausted, about £250 million less. 

Before any judgment can be made upon the appropriate 
budgetary policy to be followed, it is, of course, necessary to 
relate the budget out-turn to the National Balance Sheet as a 
whole. Many commentators consider that the “ budget ” deficit 
ought now to be computed by taking account of the “ below- 
line” items. But, im fact, there is little logic in this method ; 
it is mo more than an approach towards the new technique of 
revenue and capital budgeting which is of value only if all 
factors can be brought into account. These other factors, so 
far as economic forecasting permits, will, presumably, be pre- 
sented in the 1948 Economic Survey in a few days’ time. 

It is with the estimates of “ investment ” and of the external 
deficit that some of the most important of the Governmental 
“ below-line”” expenditures need to be integrated. Exchequer 
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outlays such as those for Housing and Coal, which in 1 
will absorb some £340 million, are better considered in { 
context than as an expenditure of any surplus 


On the other hand, there are below-line outgoings, such gy 


repayment of Postwar Credits, which would be better treated 


above-the-line as a direct addition to expenditure ; and this js 


even more true of net repayment of Tax Reserve Certi 

for such repayment shows that some of the revenue credited 
above-the-line was never, in fact, received in cash. If this sort 
of distinction is applied when estimating the below-line prospect 
for the coming year, it appears that there may be only a slight 
decline in the Governmental “investment” outlays (Housing 
and Coal, for example, might require as much as £225 million) 
but the other expenditures are likely to fall steeply. Assuming 
that repayment of Postwar Credits is next year confined only to 
people newly reaching the age qualification, the amount required 
would presumably be only a fraction of the £50 million to {60 
million expended this year. Similarly, the bulk of the War 
Damage payments have now been made, but there may remain, 
perhaps, £70 million to £80 million still to be disbursed, com- 
pared with aggregate payments of about £240 million to {£250 
million in the past year. Allowing for net repayments of Tax 
Reserve Certificates, for Civil Contingencies, and for a moderate 
residue of EPT Refunds (which this year have also fallen well 
short of the estimate) it appears that aggregate below-line outlays 
in the current year, apart from those on Housing and Coal, may 
be around £200 million, compared with roughly twice that sum 
for the current year. 

These guesses—for obviously they can be little more at this 
stage—open the door wide to conjecture about the shape of 
Sir Stafford’s first Budget. But there is one lesson from the 
present year which is likely to apply with equal force to the 
coming year—a very large element in the buoyancy of the 
revenue derives simply from the impact of inflation upon in- 
comes and profits. It is the ex-Chancellor, not the careful and 
normally very successful forecasters of the Inland Revenue and 
Customs and Excise Departments, who is to be blamed for the 
wide errors in their estimates this time. Sir Stafford Cripps, itis 
to be hoped, will be forewarned of the monetary delusion which 
this surplus is apt to create. On paper, Mr Dalton has done 
precisely what his critics urged last year, and what he, himself, 
said he would not do—he has sucked into the Exchequer a huge 
draught of public spending power. But this draught has not 
produced any net curtailment of the pressure of funds outside. 
It is simply the Exchequer’s share of a greatly increased total ; 
and the Exchequer itself has yet to feel the full impact of this 
increasing pressure on its own expenditure. In conditions such 
as these, any very large and uncovenanted surplus is better re- 
garded as the measure, not of scope for budgetary relief, but of 
the need for more effective anti-inflationary restraints. 


Newspaper Revenue and Earnings 


N article last week examined some of the economic 
problems of newspaper production—in particular the 

forces which have been thrusting up the costs of paper, staff 
and distribution during the past ten years. It is now proposed 
to consider the changes which have taken place on the revenue 
side of the profit and loss account—in particular, the movement 
of income from sales and advertisements—and the trend of 
profits. The two sides of the equation—costs and revenue— 
have moved violently out of line from their prewar position ; 
the proportion of revenue derived from sales and advertisements 
has also been shifted considerably ; and profits, which hitherto 


have managed to escape the sharp blade of rising costs, are now 
threatened with a more or Jess severe cut. 


Unfortunately, detailed statistics about newspaper revenues 
are nearly as difficult to obtain as figures about expenditure. 
It is true that newspapers quote standard rates for advertising, 
but the actual rates paid for space by particular advertisers 
differ markedly from these standard rates. In the days of ample 
advertising space before the war, it was a common practice to 
grant rebates for “ series advertisements” and other. space ; a8 
a result, the rates actually paid for advertising space might be 
as much as 25 per cent below the standard rate. Now the boot 
is on the other foot. Space is so scarce and advertisers 90 
Clamorous that newspapers no longer have “ordinary posi- 
tions ” to sell ; almost all positions are “ special,” and they can 
be got only at a premium. Today, advertisers may in fact 
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be paying om am average 25 per cent more than the standard 
rates. Discounts and premiums of this kind make it difficult 
to draw any certain conclusions about advertising revenue 
merely from a study of advertising space and the newspapers’ 
standard charge. 

The growth of newspaper circulations is fortunately more 
measurable. Between May 1939 and May 1946 the total 
circulation of all the dailies (National and Provincial) had risen 
from 19 million to 25 million—the increase being proportion- 
ately greater in the case of the provincial papers than of the 
London papers—while the circulation of the Sunday Papers 
rose from 16 million to 25 million. Since 1946 the rise has 
continued. The further increase for the London morning and 
evening papers and Sunday papers for the last six months of 
1947 is shown below: — 


TaBLE I—NeEWSPAPER CIRCULATIONS 
? 











Average Last 
Prewar May, 1946 Six Months 
of 1947 
Landon MOtQIOR «i bck 6K0.0s issaceneaea 10,400 13,400 16,040 
London Evenings .............s.ccu08: 1,850 2,670 3,500 
Provincial nS 5% BER aa PR Paw ERE Bs 1,740 2,830 bes 
National Sunday Papers............... 16,000 25,000 27,040 
approx. approx, 


~Thig growth in Grculation has substantially ‘tceckeed the 
sales revenue of all newspapers. As the margin for distribu- 
tors, much to their grief, has remained unchanged, and total 
advertisement revenue has fallen, income from larger circula- 
tions has now become a factor of major importance in newspaper 
trading accounts. But for the limitation of paper supplies, 
circulations might in fact be even larger than they are now. 
When the embargo on circulation was lifted in September 1946, 
sales increased sharply, but after the return of the dollar crisis 
in July 1947, maximum circulations were limited to the June 
1947 level. In normal times, sales of newspapers increase 
during the summer and decline during the winter months. This 
normal pattern occurred in the winter of 1946-47, but there has 
been a marked change this winter. The seasonal drop has been 
much smaller, and sales are already picking up rapidly, and some 
newspapers must now be almost up against their circulation 
ceilings again. 

This striking increase in the demand for newspapers reflects 
the existence both of larger pay packets and an increased interest 
in public affairs. Any serious fall in the standard of living of 
the bulk of the population would be quickly followed by a fall in 
sales, though it is likely that a fair proportion of the increased 
demand would in fact prove permanent. Newspapers may 
therefore expect some part of their increase in sales revenue to 
be lasting. In a Report on the British Press issued by PEP 
before the war it was reckoned that the newspapers themselves 
received about two-thirds of the penny paid by the Public to 
the newsagent, the rest being deducted as newsagents’ commis- 
sion. As the distributors’ margins have not altered, the position 
is probably much the same now. Indeed, the figures published 
by the Daily Express early this month showed that of {£7 


million paid by the public £23 million went to the newsagents. 
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The movement of revenue from sales.can, therefore, be readily 
calculated from the increases in. the numbers of copies sold. 
Warning has already been. given about the dangers of 
generalising about advertising revenue from a mere. comparison 
of standard advertisement rates. The figures set out in 
Table II below certainly understate the average rise in rates 
which has taken place ; even so, they still reflect the fierceness 


TasBrte II—ADVERTISING RATES AND SPACE 


Advertising Rates (Display) 
Per Single Column Inch es ‘a 
for Ordinary Positions 




















1937 1947 1937 | 1947 

s. d. | 
Daily Express ........ $0 % 6% % “4 see 
Daily Mail .........5. 60 0 15 0 0 44 oe 4 
Daily Herald ......... 600 15°0 0 44 19—23 
News-Chronicle,...... 412 6 1220 0 42 21 
Daily Mirror...) 7.) 5 ll 0 “6 4 31 20 
SA sh iasss con ck 3 0 0 6 00 37 39 
Daily Telegraph. ...... § 00 60 50 31 











° Dik. and classified. 





of demand for the restricted advertising space which is avail- 
able. Fleet Street is now debating whether advertisers can be 
squeezed yet further, in order to ease the pressure of rising 
costs on the newspapers themselves. 

Although advertisement rates have increased sharply, 
advertisement revenue has fallen as a result of the reduction, 
principally, in the size of papers, but also in the proportion of 
space devoted to advertising. Before the war as much as 














TABLE Ifl— Amat vsis or Net Revenue 
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Net 
Net Revenue of Newspapers Advertising 
(£ Million) Revenue 

asa 
Percentage 

of 


Revenue Revenue 


1935 | 1943 | 1935 as 1935 1943 | 1935 | 1943 








National and London Dailies . 8-2] 10-2 | 11-8 | 4-6 | 20-0 | 14-8 -0} 3b 

Provincial Dailies ............. 6-0 74 79 6-0 | 13-9 | 13+4 | 56-8 | 44-8 

National and Provincial Sundays | 36 | 4-7} 3-5} 2-7} 7-1 | 6-4 | 49-3 | 26-6 

Suburban & Provincial Weeklies |. 1-7. | ..2°4 5-0 | 4-8 | 6-7}. 1-2 | 94-6 | 66-7 

All Newspapers ©.......5.0505 195 | 24°7 28-2 | 17-1) 4757 41-8 | 59-1 | 40-9 
ites mee ks | 








44 per cent of the twenty or twenty-four pages of the national 
dailies carried advertising ; today only 19 or 20 per cent of 
the present four-page papers are so used. Only The Times. 
with its small circulation and larger number of sheets has 
maintained roughly its prewar proportions. These reductions 
in advertisement space have fallen with greater severity on the 
national and London dailies than upon the provincial dailies. In 
1946, the whole London press received only 234 per cent of 
their prewar newsprint consumption, while the English pro- 
vincial press received 35.3 per cent and the Scottish papers 
38.4 per cent. 

One result of the less austere treatment of the provincial 
papers is shown in Table III, which compares the movement 
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Earned for Ordinary 





Ordinary 
Capital Dividend Ordinary Shares 
Yi Ss ST ee Te ae GT alae di gee ad 
1946-1 1938 1946-7 a | stat Canes 









. a a 
Associated Newsp i i. March 31, 1947 79h. a uk ,134(a) 16/10} f is 6 
temaiey Bode tls: Dec. 31, 1946 toxcnoney | 1,875/50100) 38/14 6 6 ¢ 
ney Mirror Sis ee Lipurans oc _ % +e See ari ic dissent we 3 i ‘ 
OMe Pan OM ie 316 =| 2,60, nasa} 10/- 7 Oo 0 
fter depreci “(e) Alter jation and taxation. (a) Interim for 1947-8 increa: pet cent. (fe) Oa 
1996-7 divides th oe Before Taxation, after depe r > ‘take for 1947-8, 5 iar cent against nil. (A) Including 2) per cent bonus. 
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of the constituent items of net revenue for various sections of 
the press between 1935 and 1943. 

Advertising revenue for the national and London papers fell 
from {11.8 million in 1935 to £4.6 million in 1943, and the 
proportion of advertising revenue to total net revenue from 
59 per cent to 31 per cent. The provincial dailies, showed 
much smaller falls, from £7.9 million to £6.0 million and from 
56 per cent to 48 per cent respectively. Since 1943, the net 
revenue position has altered considerably, owing to increases 
in circulation and in advertising rates. But it is still probably 
true that whereas before the war London newspapers were 
receiving 56 per cent of their revenue from advertisements and 
44 per cent from sales, the position now is just about reversed. 
The most recent figures for the Daily Express, indeed, show that 
for the year June, 1946-7 circulation revenue had become pre- 
ponderant: net sales revenue was {4.4 million, and net adver- 
tising revenue {1.5 million. 

The change—if not the reversal—of the roles which circu- 
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economics has perhaps not yet shown its full effect on ne 
paper profits. The final table in this article compares the 
profits of the latest financial years of several important groups 
with their earnings and dividends before the war. si 
Yields of 6 per cent or more are common in the : 
share group. This suggests that investors are taking a cautious 
line about the prevailing prospects for newspaper profits, and 
are disinclined to place much confidence in the rising trend 
of profits and dividends of the last year or two. Such caution 
would not be at variance with the analysis of revenues and 
costs of these two articles. Fleet Street has exhausted virt 
all scope for major economies ; costs are still rising ; there is 
no immediate prospect of more newsprint and more advertising 
space ; and there are strong pressures against a general increase 
in the price of the national dailies. In these circumstances, 
a 6 per cent return can hardly be called an excessively pessi- 
mistic assessment of newspaper prospects. 


Business Notes 


Programme for Coal Exports 


Mr Gaitskell, when he discussed coal export prospects yester- 
day, was confident that British obligations under the European 
Recovery Programme could be carried out this year, and that 
enough would be left over to export two or three million tons 
under further bilateral trade agreements. Instead of 13 million 
tons going to exports and bunkers this year, Mr Gaitskell has 
told the Coal Board that it may accept commitments for 15 to 
16 million tons, Of this figure bunkers (including bunker depots 
abroad) take 7,000,000 ; 6,000,000 were promised to Marshall Plan 
countries at Paris last autumn ; the remaining two or three million 
includes a million tons te Argentina under the Andes Agreement, 
some to Canada, and other bilateral commitments which are 
expected. The quantities left for any future trade bargaining 
are therefore severely limited. 

That export supplies are as good as they are Mr Gaitskell 
attributed to lower home consumption than had been expected: 
there have been no pleasant surprises in production. Home stocks 
are much better than last year ; when the winter ends they will 
still, if all goes well, be about 12 million tons—6,000,000 better 
than last year. This means that only 4,000,000 tons will need to be 
accumulated during the summer and autumn to reach the desired 
stock figure of 16 million tons on November 1st. In framing the 
summer coal allocations to industry the Government will cease to 
ignore stocks already held. As a reward to thrift it will allow 
firms with more than two weeks’ coal stocks to keep one week’s 
extra stocks “as a bonus.” Firms with one or two weeks’ stocks 
will thus finish the summer with the standard four weeks ; firms 
with three, four, five or more will be left with five. 

Mr Gaitskell showed that coal production for the first seven 
weeks of this year was 268,000 tons a week better than in the 
same period of last year, though it was lower than in the weeks 
before Christmas. It still needs to be mmproved. Last week’s coal 
output of 4,123,200 tons was less than that of the previous week, 
and more than twice as much coal was lost through disputes, rail 
difficulties and other causes. Moreover, the level of production 
necessary in good weeks to reach the 1948 target of 211 million 
tons has not been achieved once this year. 

In the light of the current production figures, the decision 
of the miners’ Executive to recommend an extension of the over- 
time: agreement, due to expire on April 30th, for another year 
becomes all the more urgent. The final decision will not be 
taken until the miners’ special delegate conference early in April, 
but there seems no reason to assume that the Executive’s recom- 
mendation will not be accepted. It is likely that the methods of 
arranging overtime will be left to individual districts to determine, 
as they were when the agreement was reached in November ; but 
it is likely too that the miners’ leaders, who had at first main- 
tained that Saturday working would be the more productive, will 
recommend switching over to the extra half-hour a day instead. 
In this way the stand taken by the Government when the question 
was originally broached last September and which led to some 
six weeks’ delay in bringing the agreement into operation, may 
be vindicated. In some districts there has been excessive 
absenteeism on the Saturday shifts. 


India and Pakistan Sterling Agreements 


The financial negotiations with India and Pakistan, in which 
the British delegation was led by Sir Jeremy Raisman, were 
concluded last week and a brief outline of the agreements has 
been published. The previous agreement, dated August 14, 1947, 
covered both Dominions and made arrangements up to the end 
of 1947. It provided for the blocking of the accumulated 
sterling in No. 2 accounts but made available for expenditure 
up to the end of the year a sum of £35 million plus £30 million 
for working balances, all of which was to be in freely convertible 
sterling, since the agreement was signed six days before con- 
vertibility was suspended. The new agreements cover the first 
half of 1948. The balance in the free No. 1 account, which 
includes the working balance of £30 million, is being carried 
forward in the name of the Dominion of India, though a sum 
of £4,000,000 has been transferred from it and put at the disposal 
of Pakistan’s No. 1 account. The Dominion of India, in addition 
to the £30 million or so carried forward from the previous agree- 
ment, will have an additional £18 million of accumulated sterling 
liberated and transferred from No. 2 account to No, 1 account. 
India will therefore have free sterling in excess of £18 million 
to spend during the first half of this year from accumulated 
balances, in addition to the working balance of £30 imillion. As 
part of the agreement the Government of India have agreed to 
restrict their net drawings on the central gold and dollar reserve 
to a total of {ro million in the current half year. This will be 
in addition to India’s own earnings of hard currencies and to 


ae aw India may draw from the International Monetary 
un 
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The first agreement with Pakistan follows the now traditional 
pattern. The new Dominion will have at its disposal in free 
sterling credited to a No, 1 account the £4,000,000 transfer from 
the joint account hitherto operated with India, a_ further 
£6,000,000 transferred from Pakistan’s No. 2 account and finally 
a sum of £10 million by way of working balance, making a total 
of £20 million. This must serve for the first half of this year, 
though it is of course understood that the £10 million working 
balance will be maintained at around this figure. The Govern- 
ment of Pakistan has agreed to restrict its drawings on the 
sterling area’s gold and dollar pool to £3,300,000 in the current 
half-year, In addition to this Pakistan will have at its disposal 
its own earnings of hard currencies. The effect of the two 
agreements is to set a ceiling of £28 million to the amount by 
which India and Pakistan can draw upon their accumulated 
sterling balances up to June 3oth next, though the actual amount 
may be somewhat greater if their working ces are reduced 
over this period. At the same time, the nts put 


£13,300,000 of gold and hard currencies at the disposal of the 
two Dominions. These are less generous figures than those 
en by the former joint agreement but still 

handsome enough in the light of British export capacity 
and of the dwindling reserves from which they will hav 
to be satisfied. 
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Palestine Balances Blocked 


A unilateral decision by the UK Treasury at one stroke 
blocked Palestine sterling balances amounting to about £100 
million as from midnight last Saturday and declared Palestine to 
be no longer a member of the sterling area. Because Palestine 
and Transjordan have a common currency, the latter country has 
had to be placed temporarily outside the sterling area, but the 
Transjordan Government has already announced its intention to 
make such currency and exchange control arrangements as will 
enable Transjordan to return to the sterling area. In the light 
of current political developments in Palestine and of the prevailing 
uncertainty about the future of the country, the decisions taken 
by the British Treasury were well-nigh inescapable. Palestine 
balances had been heavily drawn upon in the last few months, 
and they promise to be even more seriously depleted in the im- 
pending period of political and economic confusion. 

Preventive measures had therefore to be taken to protect other 
sterling area countries from excessively rapid demands upon the 
central reserves. In order to alleviate the consequent disruption 
to current trade and payments with Palestine, it has been decided 
to release immediately £7,000,000 out of the blocked balances. 
Of this figure, £4,000,000 will be provided as working balances 
for Palestine banks and £3,000,000 will be used together with 
current accruals of sterling in order to meet the current com- 
mercial needs of the country up to the middle of May. The neces- 
sary technical arrangements follow the familiar pattern of No. 1 
and No. 2 accounts. Banks in Britain have been required by the 
Bank of England to establish the total sterling assets held on behalf 
of each bank in Palestine at the close of business on February 21, 
1948, and to transfer them to a No. 2 account in the name of the 
bank in question. These assets include deposits, short loans, 
Treasury and commercial bills and sterling securities. The No. 1 
account will be credited with current accruals of sterling and the 
authorised releases from the blocked assets. 

The future of Palestine’s relations with the sterling area is a 
matter which will have to be discussed with the United Nations 
Commission for Palestine and, later, with whatever Government 
may administer the new state or states in that country. Whether 
a Jewish state in Palestine should be a member of the sterling 
area or should seek closer integration with the dollar group is a 
matter that has been the subject of considerable debate in Zionist 
circles. There are many compelling arguments in favour of the , 
former course, particularly the fact that the bulk of Palestine’s 
external reserve is invested in sterling ; that most of Palestine’s 
exports go to sterling countries, and that much of the capital 
that has built up Palestine is sterling capital. The protagonists of 
the dollar cause base their case on the future rather than the past, 
and urge that a new Jewish state will for some time to come be 
compelled to receive the assistance of external loans which can 
come in appropriate quantities only from the United States. The 
channels for this receipt of external capital would, they argue, be 
cleared if Palestine were no longer in the sterling area. There 
are, however, questions of greater urgency to be decided before 
this issue is reached. 


* x x 


Crisis in Steel Scrap ? 


Mr Strauss gave a written answer in the Commons on 
Monday which, though strictly correct, contributed nothing to 
the public’s grasp of the steel scrap situation. He denied that 
any blast furnaces had been closed down because of a shortage 
of steel scrap ; the only one closed had been closed for relining. 
Quite so; blast furnaces make pig-iron and do not depend on 
supplies of steel scrap. Open-hearth steel furnaces, however, have 
been closed down for lack of scrap, and it would have been 
helpful to have said so. So far they have only been in places 
where supply is especially difficult. Scotland has to import more 
than half of its scrap supplies; the flow of imports has lately 
been irregular, and Colvilles have had to close three steel furnaces. 

The position in England and Wales is not yet as bad as in 
Scotland.’ Supplies continue to come in at a better rate than 
last ‘year, but then they neéd to do so if the present higher rate 
of production is to be’ maintained. Stocks are no better than 
last year, and with a more rapid consumption it is naturally 
difficult to maintain an even flow. This keeps steelmakers uneasy 
and engenders rumour. It is not likely to be put right until 
there is a new Government attack on the problem of supply. © 

Any such new attack will have to take a more realistic view 
of the German prospects than the Ministry of Supply has taken 
so far. The Ministry may deserve sympa for its failure to 


understand the politics and economics of onia, which are 
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indeed hardly its subject. But the failure is clear: otherwise, 
why should a year have been wasted in negotiations with the 
German economic authorities at Frankfurt—negotiations which 
are no nearer any useful conclusion? In the absence of any 
currency which the German trusts, it is useless to go to the 
German commercial scrap dealer on a business basis. The 
Ministry’s representatives have therefore been thrown back on 
dealings with the Frankfurt officials whose goodwill is in doubt, 
who are aware that British authority in economic matters is having 
to take second place to American ; and who have in any case little 
or no authority over their own people. The political tangle at 
Frankfurt has grown worse rather than better since the latest 
Anglo-American reorganisation of Bizonia was announced, and 
there is no reason to suppose that it will suddenly improve. In 
the circumstances the British can continue to expect supplies 
ot “booty” scrap collected under their own authority, but it is 
folly to rely on any big additional supply through the processes 
of trade. The Ministry of Supply may have to make its calcula- 
tions afresh on that basis. 


* * * 


Time and Space in the Film Industry 


When is a film in production? The film industry’s processes 
lay traps for any attempt to assess the degre: of productive 
activity at a given moment. So it is possible for critics to show 
that the studios are idle and empty, and for admirers to report 
that they are throbbing with life and work, within a few days of 
one another. Visible productive activity in the film business means 
work “on the floor.” A production can leave the floor and go 
to the cutting-rooms on one day, and transform the apparent 
Situation at a studio, without changing the real position im any 
important way. Its successor can be put “on the floor” and 
bring the studio to apparent life—but if it has not been properly 
prepared, it may cumber the floor space wastefully for six months 
and add a new liability to the film business and nothing to its 
stock-in-trade. 

If the momentary situation is difficult to assess, the general 
trend can still be measured, and the trend in the British film 
industry is bad. A number of straws show its direction. The 
Association of Cine Technicians is always an articulate critic of 
the industry, but it is not addicted to complaints of unemploy- 
ment ; it complained last week that between 300 and 400 of its 
members—more than a quarter, that is, of the highly paid crafts- 
men of the industry—were out of work, and that unemployment 
among them was increasing. Among the productions which 
defenders of the industry quote as evidences of life there are 
singularly few new enterprises to be seen, and far too many that 
have been “on the floor ” already for long periods. Campaigners 
at the weekend mentioned “ Hamlet” at Denham (but “ Hamlet ” 
has just gone to the cutting-room after, it is reported, more than 
six months on the floor). “ Bonnie Prince Charlie” at Shepperton 
(but “Bonnie Prince Charlie” last week was in its 28th 
week on the floor), “Esther Waters” (17 weeks), and “ Lost 
Iilusion ” (18 weeks). One does not hear the shipbuilders con- 
gratulating themselves on the number of ships they have not been 
able to finish. If the industry is to hope to bring down its costs 
to a level which its market can stand, some way will have to be 
found of reducing the time spent in production. It might learn 
something here from Hollywood, which is also having to cut its 
costs. Preparation in Hollywood tends to become more and more 
elaborate so that time and space taken up in the studios can be 
more and more tightly rationed. Since costs of preparation repre- 
sent about 1 per cent of the total cost of making a film, it seems 
reasonable to spend six months in meticulous preparation so 
that production on the floor can be limited to 28 days. These 
times -were taken by Orson Welles in preparing and making 
“ Macbeth.” Another American example, “ Crossfire,” was about 
four weeks on the floor. 


x * * 


Producers and Exhibitors 


It is a mistake to let considerations of prestige cloud the 
hard facts of the British film situation. The first hard fact is 
that the studios, whether fully employed or not, are not being 
efficiently employed. ‘They are producing too few films at too’ 
high a cost; several of the recent British prestige efforts have 
cost £600,000 or more, and it is utterly impossible as things are 
for the industry to recover costs of that order. “Ten years ago, 
according to evidence given to the Moyne Committee, the British 
studios had 796,000 square feet of floor space, and with that space 
produced 215 feature films. Many of those, it is true, were poor 
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films made for the quot, ped gfe greene films are included, 
the nearest corres: ing e for last year is 103. 

What will the Cateerys production record be this year? It 
had last year 623,000 square feet of floor ote and should by 
the end of 1948 have 700,000. Sir Henry French, the director- 
general of the British Film Producers’ Association, estimated 
in January that the association’s members could make 37 first- 
feature films in 1948. If a few possibilities of outside production 
are added, and some allowance is made for improvement on the 
estimate, it is still clear that the number of British first-feature 
films made this year will be well below 50, The reasons which 
prompted the President of the Board of Trade to put the target 
at 75 have never been explained. 

Instead of concentrating on improving its cheaper films, the in- 
dustry has gone in for fewer and more ambitious productions for 
which the British market cannot, and foreign markets will not, 
pay. It is now being overtaken in addition by the curious con- 
sequences of the stiff import tax on foreign films. For the tax 
and the retaliatory embargo imposed by the American producers 
have hit first of all the British film exhibiting business, and the 
exhibiting business is the chief single source of finance for British 
film producton. Filmgoers are bored already with re-issues ; 
receipts are falling ; the available new films will hardly last, at 
the present rate of issue of one a week, for another two months. 
Naturally, the exhibitors are not in a bold mood to put up moncy. 
But there is another factor ; whether they finance production or 
not, the two big exhibiting groups have to be consulted before 
any big film production is undertaken, for no film can pay its 
way unless they agree to book it for their circuits. Are the ex- 
hibitors taking an expansionist or a contractionist view of British 
film prospects at the moment? 


* * * 
Synthetic Rubber and the Shafer Bill 


The United States is at last defining its long-term policy on 
synthetic rubber production. The Shafer Bill, which has been 
recently approved by the US Armed Services Committee, is 
Republican sponsored and enjoys the written support of the 
Administration. With such a strong backing, it seems inevitable 
that it will become law without much difficulty. Its main pro- 
visions cover the maintenance of “rubber-producing facilities 
having a rated production capacity of not less than 600,000 long 
tons per annum of general purpose chemical rubber and not less 
than 75,000 long tons per annum of special purpose chemical 
rubber.” Of the latter quantity “at least 45,000 long tons shall 
be of a type suitable for use in pneumatic inner tubes,” and there 
is to be at least one plant for making butadiene from alcohol. 
Actual production is to be maintained at not less than one-third 
of the specified rated capacities, and it can be increased above this 
level only in the interests of national security. US consumption 
of synthetic rubber will be regulated as hitherto on a percentage 
basis, general purpose synthetic (GRS) being related to the com- 
bined total annual consumption of. natural and GRS rubber and 
special purpose synthetic to the combined total of natural, GRS 
and special purpose synthetic rubber consumption. The synthetic 
plants may be either Government or privately owned. 

The Bill contains two danger points for natural rubber. First, 
it is permanent, and if it becomes law it can be changed only by 
altering the law—not a very easy task in the United States. 
Secondly, it is couched entirely in terms of national security. As 
such, it is not contrary to the letter of the International Trade 
Organisation Charter, although it may be contrary to its spirit. 
As Sir John Hay has recently pointed out, if the United States 
were primarily concerned with national security, why were they 
willing to bargain with it at Geneva? The level of GRS con- 
sumption, fixed at 200,000 toms a year, will allow for an increase 
ix American demand for natural rubber, judging from last year’s 
figures. According to the Rubber Study Group Secretariat, 
American consumption of all synthetic rubber in 1947 was 
560,000 tons and of natural rubber 563,000 tons. The Bill would 
thus ostensibly allow for an incfease of 300,000 tons in the US 
consumption of natural rubber if last year’s demand were in 
fact maintained, although it will ‘take ‘some ‘time’ to © re- 
ortentate production arrangements to. allow for the change. 


‘But American tyre.manufacturers are worried about future pros- 


pects, and some factories are even reducing output. If total US 
rubber consumption declines, the advantage which natural rubber 
may gain would be reduced. Again, if the President of the United 
States decides to increase the minimum consumption of GRS. to, 
Say, 300,000 tons annually, who can gainsay him? It would 
surely be difficult to prove that the level of 300,000 tons is not 
in the interests of national security, particularly as only the 
President would be in possession: of the necessary information. 


TH ECONOMIST, February 28, 1949. 


Rubber is a very important dollar-carner for the 


area. Exports to the United States in 1947, which came : 


from Malaya, totalled $266 million, and its seems strange, to 
the least, that America is on the one hand itain 


preventing Brits 
from earning dollars and on the other intending to hand out 


dollars in the form of Marshall aid. And the paradox is widened 
by the US championship of free enterprise externally and the 
restriction of free choice of rubber manufacturers and consumers 
in its own territory. America has a right to ensure its national 
security, but it is open to question whether the means proposed ig 
the Shafer Bill are the most effective, or even the most reasonable, 
way of doing so. . t ; 


The Raw Cotton Commission 


Events in the cotton trade provide a first warning to the 
Government of the difficulties it has shouldered in aspiring to 
hold down the general level of prices. The new price control 
orders for yarns, controlled cloth and specified cloth represen, 
considerable Jabours in themselves, for price control in the cotton 
trade, though incomplete, is immensely rigid and detailed. They 
contain nothing unexpected, but are the inevitable reflection of 
recent wage increases on the price-fixing system ; and the wage 
increases were accepted as necessary to the recruitment of an 
undermanned industry. But they mean dearer cotton goods, and 
the foreigner’s appetite for dearer cotton goods has yet to be 
demonstrated. 

But the new orders do not end the story. On Menday the 
Raw Cotton Commission raised the prices of Egyptian-type 
cottons. Here again the increase can be justified and its causes 
are simple ; pressure of foreign demand for the longer-stapled 
cottons has pushed up world prices since the last set of British 
prices was fixed in July, But the increases, ranging from 4}d. 
to 83d. a Ib. and falling most heavily on long-stapled. Egyptian 
and. Sea Island cottons, are heavy and abrupt. It is early to 
calculate their effect on the cost of finished products; but in- 
creases tend to “snowball” from one process of the trade te 
the next, and vigilance will need to be exercised to see that they 
do not have unreasonable and damaging effects on the marketing 
of finished goods. 

To the trade, they have come as a sharp reminder that the 
system of bulk purchasing and price-fixing, which has repiaced 


‘the discarded machinery of the Liverpool Cotton Exchange, has 


its drawbacks. No one supposes that the Raw Cotton Com- 
mission could prevent prices from rising ; there are suggestions 
that the scale of its buying, and the mere fact that it buys officially, 
have pushed prices higher than they need have gone, but this 
is hard either to prove or to disprove. But it is clear beyond 
question that the abruptness of the inoreases can be blamed on 
the Raw Cotton Commission, which for some time. has been 
holding down the prices of Egyptian-type cottons and carrying 
the cost itself. The uncertainty in the industry caused by fluctu- 
ations in raw cotton prices has been not removed but aggravated 
by closing the Liverpool market. The functions of that market 
were to reflect accurately the world movements in raw cotton 
prices, and to enable the trader to buy the exact qualities he 
wanted. As to the first, it appears that the claim that a central 
buying commission would smooth out the movement of prices 
is not being supported by practical experience. ‘The ‘Com- 
mission may have great difficulty in doing what the old market, 
as a collection of private individualsswith no superior claims to 
wisdom, did automatically and with ease. As to the second, 
complaints from spinners that it has become difficult to get the 
right cotton for their individual needs are too many to be ignored. 
Producers of special lines in particular, who knew their require- 
ments areas and mers well acres by their broker, are in a 
genuine di ty. uying and_ selli procedures. may be 
standardised, but bales of cotton are =e ; 


* * * 


Problems in the Cotton Trade 
Reports of approaching difficulties in cotton supplies from 


India and Pakistan, of which the new Pakistan export duties are’ 


merely the outward sign, suggest that the factors making for 
higher prices in the cotton trade have by no means exhausted 


themselves. Those Lancashire producers for export who have 


been making a serious effort to bring their costs down 
fronted with a hard task. To others, 
easier way to deal with (or 
Raymond Streat addressed a warning on 

United States. He was concerned at the tendency to 
production away from the “ bread-and-butter ”. cloths to 
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lines which could hope to find only a limited demand in the 
hard-currency markets for which they were apy intended. 
Manufacturers, in planning their. production, have been under 
some temptation, to. turn out the lines which. offer the easiest 
passage through the mesh of price control rather than those 
which are most wanted, Plain cotton cloths are controlled in 
great detail at all stages. Fancy weaves are not, It. is a common- 
place that Lancashire manufacturers have been finding it difficult 
to keep their labour happy with work on plain cloths in the face 
of competition from more profitable special productions, and that 
some of them have taken refuge in mixed production programmes 
which would be hard to justify economically. Too rigid price 
control, maintained for too long, may defeat its own purpose 
and can end by distorting the pattern of an industry. .This seems 
to be happening to a limited extent in Lancashire. If the controls 
make fancy goods more attractive to manufacturers, the produc- 
tion of plain goods will suffer ; appeals may slow down the re- 
sultant distortion of trade policies, but they will not. prevent 1t 
in the long run. And any attempt to extend the full controls 
to all types of product would inflate the industry’s bureaucratic 
overheads beyond all reason. It may be that the best answer to 
Sir Raymond Streat’s warning would be a more flexible price 
control system which, applied in less minute detail, might achieve 
its purpose and yet allow the manufacturer to keep his eye on 
the market. 

The Cripps Plan for spinning re-equipment progresses, though 
slowly. The Cotton Spinning (Re-equipment Subsidy) Bill, 
introduced this week, aims at securing not only the re-equipment 
of the mills but the concentration of spinning into larger financial 
groups ; one condition of subsidy is that the applicant group 
should comprise not less than three mills and should have 
not less than §00,000 spindles (“or such smaller number 
of spindles as the Board may in any case allow”). Grants 
are also subject to a strict time-table: contracts for re- 
equipment must be made by April, 1949, applications by April, 
1950 ; the work must be done between August, 1946, and April, 
1952. (Here again the Board of Trade has power to make ex- 
ceptions.) It may still be* some years before the Bill can bear 
fruit in any substantial inorease of spinning efficiency. Whether 
the subsidy will reach its estimated total cost of £12 million 
depends on the response of the trade. Eleven groups, controlling 
16 million spindles, have so far been registered; to the rest 
financial uncertainties, commitments, and difficulties of company 
organisation are proving serious obstacles. 


* * * 


South Africa and Sterling 


Considerable misconception appears to have arisen in this 
country and in South Africa about certain restrictions imposed 
in recent months on imports from the Union of South Africa to 
the rest of the sterling area and in particular to certain African 
colonial territories with which South Africa normally transacts 
an appreciable trade. The suggestion has been made that these 
restrictions derive from the “ non-discrimination ” article 9 of the 
Anglo-American financial agreement. ‘This article, which re- 
quired that the British Government in its import policy should 
not discriminat® against United States goods, may in the past 
have been used as a convenient excuse for refusing the offer of 
inessential, high-priced consumer goods manufactured in the 
Dominions. But it has now been interpreted so loosely by the 
US Administration as to constitute no impediment on the freedom 
of action of the British Government in determining import policy 
for this country or the other areas which it controls. 

The explanation of such restrictions as may have been 
applied to imports from South Africa is that the financial agree- 
ment between the British and South African Governments of 
October, 1947, has virtually made South Africa a hard currency 
country. The Union no longer sells the bulk of its newly-mined 
gold to the British Treasury and, conversely, it no Jonger has 
access to the sterling area dollar pool in financing its direct deficit 
with hard currency countries. From the beginning of 1948 the 
amount of newly-mined gold which South Africa will make avail- 
able to the British Government (apart of course from the outright 
£80 million loan, which has now been received) will be adjusted 
to the balance of payments. between South Africa and the rest 
of the sterling area. South Africa will not accumulate sterling, 
thus maintaining a policy gonsistently followed since 1939. South 
Africa has even announced that sterling obtained as a result of 
capital movements from other sterling area countries will be used 
for commercial purposes, i.¢.,, will be drawn upon to pay for 
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Africa and the rest of the sterling area ; it follows that every addi- 
tional export from sterling countries to South Africa _every 


reduced import from South Africa to these other sterling countries 
is tantamount to a receipt Sau The facts may not be alto- 
gether to the liking of South Africa but they arise solely from the 
consistent unwillingness of the Dominion to hold any appreciable 
part of its external reserves in sterling. If the South African 
Reserve Bank were prepared to accumulate sterling, the rest of 
the sterling area might find it possible to afford a number of 
South African imports which at present are being discouraged. 
They are being discouraged because, in effect, they cost gold. 
Since South Africa is unwilling to accumulate sterling, there is 
no option but to treat the Union like any other hard currency 
country. 
. + + 


The Direction of British Trade 


It is still too soon to discern any long-term changes in the 
direction of Britain’s postwar trade, The dollar shortage has 
demanded profound changes in export markets and sources of 
imports changes which began, to some extent, to take shape in 
1947. But the accompanying table shows how limited the readjust- 
ment in the traditional pattern of British trade has so far been, 
Last year over 8 per cent of British exports went to North 


TABLE I—DrrReEcTION OF BRITISH TRADE 


























Imports Exports 
(percentage of total value) (percentage of total value) 
Area ae gest 
1938 | 1946 | 1947 1938 1946 1947 
oT TETTT ERIE TANG ECS AERP TR ee 
France & Northern 
ne LEER EO 28-52 13-91 16-11 29°75 30-53 26+ 27 
Rest of Europe .. 5-00 3-96 4-54 6-84 7-61 7-80 
ARICA. 65 5.- caesui’ 6-89 9-81 9-65 15-64 17-61 16-77 
India & Western 
MMe RS aes 8-63 10-04 8-67 10-23 14-74 14°42 
Rest of Asia ..... 4-80 2-42 2-95 6°36 5:25 7-63 
Oceania ......... 13-13 10-96 10-61 12-35 9-16 10°21 
North America 21-68 33+ 12 29-71 9-34 7&4 8-16 
Central America & } 
W. Indies ...... 3-78 5-85 6-28 2-23 1-97 1-92 
South America. . 757 9-93 11-48 7°26 5°59 6-82 
Total British 
countries .. 40-41 48-71 45-11 49> 86 49°24 52-73 
Total foreign 
countries .. 59-59 51-29 54-89 50-14 50-76 | 47°27 





Total all countries. | 100-00 100-00 100-00 100-00 100-00 100-00 








America, compared with 7} per cent in 1946. But in 1938 the pro- 
portion was over 9 per cent, when the need to sell in the western 
hemisphere was less urgent, A similar trend is shown for South 
America. Imports from North America comprised 30 per cent of 
the total ; this was a welcome reduction from the 1946 proportion 
of 33 per cent, but it is still well above the 22 per cent for 1938. 
The proportionate share of imports coming from Central and 


Tasie Ii—Brrratin’s TRADE PATTERN, 1947 











Hard Other Areas 
Class CD S|) Se eee 
Axqas Sterling Non-Sterling 
£ Million £ Million f£ Million 
gore — 8 569-4 387-3 
‘ood, drink, tobaceo. ....0...5....5. 418-8 268-0 118-6 
Rave Mate & . 6 sae 216-0 210-1 133-7 
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South America, however, was higher in. 1947 than in the previous 
year and in 1938. The western hemisphere last year thus sup- 
plied Britain with 47} per cent of its imports; compared: with 
49 per cent in 1946 and. only 33 per cent in 1938, whereas this 
area took only 17 per cent of British exports, against 15 per cent 
in 1946 and 19 per cent before the war. . 

In. 1947. Europe also supplied a larger proportion of imports 
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than in 1946 and took proportionately less exports. This again 


is @ move in the t direction. Imports from and exports to 
Africa, India and Western Asia, although relatively smaller than 
in 1946, were substantially above their 1938 proportions. Trade 
with Oceania (chiefly Australia and New Zealand) has followed 
a different trend. The proportionate share of imports from this 
area has declined to 10.6 per cent compared with 13.1 per cent 
in 1938, and while exports have recovered to 10.2 per cent, this 
is still considerably below the prewar figure. 

The analysis of Britain’s trade with-the hard currency, sterling 
and non-sterling area classified into the main commodity groups 
is shown in Table II. Britain’s visible deficit for 1947 was 
£591 million, of which £576 million was due to the hard currency 
areas alone and a further £26 million consisted of the deficit 
with non-sterling areas. The only area with which Britain had 
a surplus (£11 million) was the sterling area. Well over a half 
Britain’s imports of food, drink and tobacco came from hard 
currency countries, nearly 40 per cent of the raw material imports 
and nearly half the manfactured goods. The chief market 
for British exports was the sterling area, but hard currency coun- 
tries took 43 per cent of British exports of raw materials, nearly 
a quarter of the textiles and nearly 20 per cent of the metal goods 


exported. 
. . * 


January Exports 


The value of British exports in January was {119.5 million, 
a higher figure than in any month of 1947 and, in fact, a record 
since July, 1920. There were, however, two factors which 
tended to inflate the January total. First, the month con- 
tained the maximum number of working days—27 compared 
with 25 in December—and secondly, the total includes the late 
recording of some Christmas parcels. On the basis of a notional 
month of 26 working days, the rate of export in January con- 
tinued the general upward movement which has’ been in evi- 
dence since September, but it was only very slightly above the 
rate for December. 


Rate oF Export on Basts or 26 WorkinGc Days a MontH 
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The volume of exports in January has been provisionally esti- 
mated at 128 per cent of the 1938 volume, compared with 120 
per cent in December, and 117 per cent for the fourth quarter 
of 1947. If allowance is made for both the length of the month 
and Christmas parcels, the volume of exports would show little 
change over December, and both months fall short of the 
original end-of-war target of 140 per cent of 1938 by about 14 
per cent. 

Exports of food and tobacco amounted to £8.2 million and 
were 19 per cent higher than in December, while raw material 
exports at £3.5 milhon were the highest since January, 1947— 
thanks, at last, to the resumption of overseas shipments of coal. 
The export of manufactured goods rose by Io per cent and was 
probably entirely due to the longer working month. Only cot- 
ton goods and non-ferrous metals showed any marked increase, 
while the export of vehicles declined ; the record number of 
motor cars (14,593) and cycles (146,000) sent overseas was coun- 
terbalanced by smaller exports of ships and aircraft. Machinery, 
however, established new records for value (£19.4 million) and 
quantity (69,601 tons) and its exports were 80 per cent heavier 
than in ase Shipments of textile and agricultural machinery 
showed the largest increase over the monthly average for the 
fourth quarter of 1947. 

Imports into the United Kingdom reached a surprisingly high 
level, and totalled £161.8 million. This figure was only sur- 
passed last July and August. The increase of £8.4 million over 

ember was mainly due to higher values for food imports. 
Much: larger quantities of tea and coffee were received while the 
import of animal feeeding stuffs was the highest quantity since 
June, 1940. The monthly visible trade deficit, however, was 
réduced to £368 million, compared with £39.2 million in 
December. 


* * * 


Arranging the Argentine Payout 

mY Yie CotchGlletlice "rch: fie ahi" habbiatbinlasia SE. tie 
Argentine rail moneys with the redemption of the “called” 3 
per cent Conversion Loan is presenting the authorities with a 
more tricky technical problem in the art of credit management 
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safety valve in the shape of a currently running “ tap ” for Govern. 
ment bonds. This time, not only is there no such ready channel 
into which a part of the surplus funds might be drawn, but 
the surplus itself ¥ will be further swollen by the maturing of £109 
million of Treasury deposit receipts held by the banks. 

The problem raised by the coincidence of the Conversion 
and TDR maturities—in a week, moreover, ehicts Dew Bebone dap 
seasonal phase of large revenue surpluses--has been foreseeable 
for some time, and the plans which the authorities have 
laying to meet it have long been visible to the money market. The 

“ special buyer” of bills from the discount houses (and, at times, 
from the banks), whose services have been much in request lately 
to enable the market, by selling bills, to meet the pressure caused 
by revenue transfers, has shown a particular appetite for bills 
maturing next week. Thanks to these arrangements, the money 
market’s share of the new issue of Treasury bills is likely to 
exceed by far the maturities held outside official quarters, and 
the resultant intake of funds by the authorities should offset a 
large part of the effective sum due to be paid out on the Conver- 
sion Loan. These are the normal devices of credit control ; but 
something more is required to mop up the very large surplus 
which will remain. Ordinarily, an attempt might be made to 
achieve this by making an unusually big call upon the banks for 
money against new TDR’s, and thereby to offset both the TDR 
maturities amd a large part of the Argentine moneys. But that 
would not work for these particular disbursements, owing to their 
odd distribution. It is believed that a large proportion of these 
moneys will come to only three banks (bankers to the recipient 
railway companies), and one of these, although one of the smaller 
institutions, is due to receive amost half the total. . 


it 
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The authorities, however, seem to have risen to the occasion. 
They are often criticised—in these columns and elsewhere—for 
allowing tradition to prevent desirable improvements in technique, 
such as the introduction of the long-advocated 91-day Treasury 
Bill. But this time, it is believed, they have devised a novel 
formula for what must surely be a novel situation. It appears 
that the “ special buyer” is not Only assuming his occasional guise 
of “ special seller” but is in effect arranging “forward” deals for 
next week on a very large scale. The net result should be that 
the banks will receive most of the Argentine moneys, not in cash, 
but in short bills, which will remain with the recipient banks as 
a flexible counterpart of the railway companies’ deposits until the 
funds are paid out to stockholders. Only then, when the moneys 
become more evenly distributed through the whole Sonia 
system, will the normal TDR counterpart become again appro- 
priate. At that stage, therefore, TDR’s will presumably be issued 
to replace the bills. One other point deserves to be noted. Owing 
to the accident that the Supplementary Civil Estimates, permitting 
the advance payment to Argentina, had not been approved when 
the payment was made last week, it) a to be shown “ below-the- 


Last Railway Dividends 


All the main line railway companies and the London 
Passenger Transport Board have now announced their dividends 
for 1947. Disbursements on the junior rail stocks flatter the poor 
dividend record of most of them over the past twenty-five yeaf’. 
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the last general meeting at Paddington, although resolutions ‘wil! 
be submitted to the meetings of the other three~main line com- 
panies to pay £75,000 compensation to the seventeen directors 
of LMS, £63,000 to the twenty-one directors of LNER and 
£60,000 to the sixteen directors of the Southern Railway. 

The dividends to be paid on the junior stocks of the other rail- 
way companies are shown in the accompanying table. The pre- 
ferred ordinary of LNER is to receive 16s. 2.4d. per cent for 
1947, the first payment since ss. per cent was made in 1930; the 
only other year between 1925 and 1947 in which more than 7s. 6d. 
per cent has been paid on this stock was in 1929, when the divi- 
dend was 3 per cent. The dividend for 1947 is therefore hand- 
some measured against this dismal record. Nor can the holders 
of LMS ordinary stock be dissatisfied with their final payment of 
just over 4% per cent, for no dividend had been paid on the 


RaiLway REVENUE AND DiIsBURSEMENTS, 1947 





Total 
Revenue Balance Service Available 1947 
Company for of of After Dividend 
and “ Final Revenue Prior Meeting | on Marginal 
Marginal Stocks ‘i Available Charges Prior} Stocks 
1946 and | for 1947 1947 Charges (Per Cent) 
1947 
see £000's £000's £000's s. d. 
Southern, Defd. Stk... {986 7,746 6,373 1,373 4 3 4a) 
L.MS., Ord. Stk....... $l 12,913 4,736 4 17 10-95 
LN.E.R., 5% Pret. Ord. (a) 16,533(6) | 13,077(0) | 3.456 16 2-4¢ 
Gt. Western, Ord. Stk, 15,252 8,116 4,990 3,126 75 8 
L.P.T.B., ‘C’ Stk. ..... 9,415 4,719 3,902 | 817 337 


| ' 

~{@) If resolution passed to pay £60,000 compensation to directors. (6) Estimated, total 
not yet announced, ‘¢) On 5 per cent preferred ordinary ; no payment on deferred ordinary. 
(@) Not yet anno 


stock since 1936 (apart from the 14 per cent in respect of 1946 as 
part of a combined interim for 1946 and 1947 paid in February, 
1947). The Southern deferred dividend was incorrectly stated in 
The Economist last week, the correct figure being 44 per cent. 
The London Transport “C” Stock dividend of £3 3s. 7d. is 
slightly higher than that for the previous four years ; it was last 
exceeded in 1943 when £3 §s. per cent was paid. 

The sources of revenue available to the five concerns for pay- 
ment of final dividends were laid down under the Railways Control 
Agreement and Section (20) of the Transport Act. The only 
room for surprises lay in the measure of flexibility allowed under 
Section 20(b) of the Transport Act, which entitled companies to 
income from interest and dividends in undertakings, mainly road 
transport, outside the scope of the Railway Control Agreement. 
These transfers have evidently been open-handed, but the last 
dividends of the “controlled undertakings,” even so, are not 
greatly different from general expectations. 
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Imperial Tobacco and Leaf Stecks AAe) 


__ It is evident from a carefull reading of thé Imperial Tobac 
report that the position about tobacco leaf stocks must be giving 
the directors much cause for concern... Doubtless this is a major 
theme which is likely to be included in the president’s speech 
at the annual meeting next month. But it emerges that stocks 
of tobacco leaf in bond and of manufactured tobacco ‘are smaller 
in quantity than at the end of October, 1946, though this fall is 
masked by the substantial increase in values which has arisen from 
the increased duty which Mr Dalton imposed last April. The 
prospect of future raw tobacco supplies in fact dominates the 
situation of the group. . Despite the easy notion that supplies of 
Empire tobacco can be increased to replace dollar tobacco, it has 
long been clear that the limitations to.the expansion of Rhodesian 
production which are imposed by labour and other. difficulties 
rule out any prospects of the enormous increase which would be 
needed if dollar imports were forgone.. The prospect for Imperial 
Tobacco this year is dominated, like so many other sectors. of. the 
British economy, by the varying prospect of Marshall aid—the 
only difference, perhaps, being that American comments on the 
Marshall. programme do not conceal the importance which 
tobacco exports will play in it. 

The Imperial Tobacco report (which is analysed and discussed 
in some detail in the Records and Statistics Supplement this week) 
will not be regarded as an encouraging document by stockholders, 
at any rate so far as the current year’s prospects are concerned, 
for the results of the past year were considerably influenced by 
the relatively high volume of trade during the first half of the 
financial year until the Budget. The current basis of production, 
which appears to restrict supplies below the effective level of 
demand, is likely to prevail—subject to what Sir Stafford Cripps 
may have in mind for his April Budget—for the whole of the 
current financial year. And this, moreover, will bear a full year’s 
Profits Tax, a not unimportant point of view of the relatively heavy 
burden which it involved for 1947. Meanwhile the company’s 
permanent capital remains quite out of line with the effective 
capital which is being used in the business, and the Bonus Issues 
Tax has put out of court an official capital of the lines which the 
directors were contemplating a year or more ago because it would 
involve the Group in the fantastic charge of £9,000,000. The un- 
certainties of the current year are reflected clearly enough in the 
present yield of £6 9s. per cent on the ordinary stock which 
is a full £1 tos. per cent more than the average yield on indus- 
trials. Clearly the current year, on the best assumptions, is bound 
to show lower profits than for the past financial year, but that 
does not mean—unless Britain is forced to become a nation of 
non-smokers—that the long-term investment merits of Imperial 
Tobacco will uitimately be less favourable to ordinary stockholders 
than they have been in the past. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Imperial Tobacco; Harrods; Bolsover Colliery. 
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COMPANY MEETINGS 


GENERAL MORTGAGE 
BANK OF PALESTINE, 
LIMITED 


PROGRESS DURING PAST YEAR 


The twenty-sixth annual general meeting 
of the General Mortgage Bank of Palestine, 
Limited, was held on the 8th instant, at the 
bank’s offices in Tel-Aviv. 


In the absence of Mr. S. Hoofien, Dr. A. 
Barth was in the chair. He reported on the 
progress made by the bank during the year 
under review. The item “Loans on Mort- 
gage” had increased by 21 per cent., or 
£P.602,000, after repayments in an amount 
of £P.263,000, including £P.103,000 repaid 
in advance of maturity. There was a strong 
demand for mortgage loans and, although the 
bank now concentrated its activities ¢x- 
clusively to financing new housing, it could 
not always meet all applications. There was 
every reason to expect that this demand would 
continue during the forthcoming year. Al- 
though housing activity had made consider- 
able headway, the scarcity of housing accom- 
modation remained acute, as a consequence 
of continuous immigration. 


The debenture circulation had increased by 
£P.550,000, or about 25 per cent., this being 
the highest increase during the last 12 years. 
The greater part of these debentures was 
placed locally. Their registration with the 
Securities and Exchange Commission in the 
U.S.A. and the placing of the debentures 
abroad had been retarded by the foreign ex- 
change regulations. 


THE FUTURE 

The chairman concluded by pointing out 
that after the establishment of an independent 
Jewish State the bank’s tasks would most 
likely take on appreciably larger dimensions. 
Increased immigration and consequently 
greatly enhanced housing requirements would 
undoubtedly widen the scope of the bank’s 
activities. Statistical data of savings and 
potential investment possibilities led to the 
presumption that the necessary financial 
means would be largely available locally. The 
patticipation of foreign capital would also be 
sought and, it was hoped, not without success. 

The report and accounts were unanimously 
adopted. 


A dividend of 6 per cént. on both the 
ordinary and preference shares was proposed 
and approved. 


UNITED SERDANG (SUMATRA) 
RUBBER PLANTATIONS, 
LIMITED 


MR. ERIC MILLER’S REVIEW 


The fortieth annual eral meeting of 
this company was held in London, on 
the 25th instant. 

Mr. H. Eric Miller, the chairman, who 
presided, said in the course of his address 
that the majority of the company’s rubber 
estates in Sumatra had been re-occupied and 
that losses so far ascertained seemed to be 
less severe than those of some other com- 
panies operating in the same territory. 

tinuing, Mr. Miller said: 

The political problem is still far from 
solved and in economic questions we have 
to rely on contact with the Dutch authorities 
in Indonesia, who have so far given no sign 
that they appreciate the recessity to create 
an atmosphere of encouragement instead of 
frustration if the economic recovery of the 
territories is to proceed at a pace which will 
stave off disaster. When the question of 
sending out new capital equipment or funds 
for rehabilitation arises we naturally have 
to observe the rulings of our own exchange 
control. This country and we ourselves 
cannot afford to embsrk on oneway traffic, 
and unless there is the certainty of re- 
covering any new sterling remittances within 
a reasonable measure of time stalemate must 
continue. 

The N.I. are retaining the whole of the 
foreign exchange brought in by sales of pro- 
duce and we have no assurance as to when 
we may be allowed to remit home any part 
of such profit as our efforts may earn. 

Working under such a complete stranglie- 
hold is not conducive to generating en- 
thusiasm for the task in hand. 


EXAMPLE OF MALAYA 


The speedy recovery made by British 
Malaya is an example of what can be done 
when individual initiative and improvisation 
are allowed reasonable play. Many of us 
feel that we are over-govern there 
numerically, but at least we have been en- 
couraged to put our best foot foremost to 
good effect, and it is high time the N.I. 
authorities followed suit in all areas which are 
now under peaceful control. 

Taking a realistic view, however, I am 
afraid that in the best event recovery can only 
be gradual in face of world-wide shortages 
of so many essential materials, not least of 
which are foodstuffs, and the risk of in- 
termittent yet serious setbacks as a result of 
extremist political activities. 

Having thus put the stark realities before 
you, I hope the Netherlands Indies Govern- 
ment may also appreciate that this is a fair 
presentation of the problems facing us. I 
would, however, like to assure you and them 
that given fair play and reasonable encourage- 
ment, we have the talent and the organising 
ability to parallel on the East Coast of 
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short space of time by British . 
You are all aware of the outstanding val 
of natural rubber as a dollar earner, and | 


Sumatra the wonderful see aimed Jaa 


national security, feel com i 
compulsory use of synthetic rubber at this 
time of our greatest need. 

Their action is, however, clear evidence of 
the strong competitive position which natural 
rubber would hold in a free market and 
provided the strategic stockpile of natural 
rubber which the U.S. Government are 
gradually building up is rigorously main. 
tained for national security purposes only, 
the outlook for natural rut producers 
seems reasonably encouraging when one 
measures the great strides which are bei 
taken all over the world in the wider applica. 
tion of this wonderful material. 

The report was adopted. 


STERLING TRUST, LIMITED 
INCREASED REVENUE 


The thirty-first ardinary general meeting of 
the Sterling Trust, Limited, was held, on the 
24th instant, in London, Mr. Maurice Hetry- 
HUTCHINSON, M.C, (the chairman), presiding. 

The following is an extract from his circu- 
lated statement:—Your directors decided to 
transfer from the reserve account the sum of 
£235,978 representing the net premium on 
the share issue made in 1928, and to apply 
it in writing-down the cost of certain invest- 
ments, principally European bonds expressed 
in foreign currencies. This appropriation 
leaves the reserve at £324,022, to which has 
been added a transfer of £25,978 from the 
revenue account, bringing it up to £350,000 
against £560,000 last year. 

The result of these adjustments is to reduce 
the balance-sheet value of the investments, 
which are now stated at £4,273,170. The 
valuation at December 31 was £5,446,223, 
showing an appreciation of £1,173,053, or 
27.5 per cent. 

On valuation figures, the geographical 
spread is Great Britain and Empire 854 per 
cent., South America 9} per cent., Europe 
24 per cent., Asia 14 per cent., other countries 
1 per cent. and the classification is British 
Government securities 4} per cent., other 
bonds 16} per cent., preference stocks 31} 
per cent., ordinary stocks 474 per cent. 

Our total gross revenue at £238,406 shows 
an increase of £9,793. This 1s again a sub- 
stantial improvement. In view, however, cf 
the satisfactory results for the year, your 
directors consider that a moderate increase in 

ordinary dividend is justified, and they 
accordingly recommend a final of 4} per cent., 
making 6} per cent. for the year, as against 6 
per cent. for 1946. 

We have made an estimate of income for 
the current year. It shows some decrease but 
it indicates a good margin over the dividend 
now recommended. 

The report was adopted. 





NOTICES 


CANBERRA UNIVERSITY COLLEGE 
The Canberra University College invites applications for appointment 


to full-time loess as follows :— 
Lecturer in Economics (2 positions). 
Lecturer in Political Science. 


SALARY : The salary range of the positions is £600-£800 p.a. 

Salaries are subject to cost-of-living adjustments (at present an 
additional £70 p.a.), and the commencing rate within the range will 
pe in accordance with qualifications and experience. (All amounts are 


stated in Australian currency.) 


Further particulars may be obtained from the Secretary, Universities 
Bureau of the British Empire, 8, Park Street, Lon Ww 
date for the receipt of applications is April 16, 1948. 


eee ennai etcetera 


a a AND WELFARE MANAGER required by well-known | 


approximately 1,000 people. Duties of the post are in the main those 
recommended by-Industrial Welfare Society. Write, giving age, salary 
required and full particulars of previous experience.—Box 677. 


INCORPORATED ACCOUNTANTS 


THE Mp CERT Oe Coe eer Aree ACCOUNTANTS AND 


The next Examinations will be held at London, Manchester, Leeds, 


ORS’ EXAMINATIONS. 


Cardiff, Glasgow, Dublin and Belfast as follows:— 
Final Examination : May 4, 5 and 6, 1948. 


accommodation. 


Applications on the 
Tuesday, March 16, 1 


don, W.1. 4 Incorporated Accountants’ Hall 


ADMIN. and TEAC 





I,XPERIENCED lady secretary 
standard.—-Wordsworth 2615. 


j TANTED, copies of The Economist from June 1, 1947, to date. State 


price.—Walker, Fonthill Abbey, Rathfarnham, Co. Dublin. 


seeks contacts for work at home. 
4 Typewriting, duplicating; also available for shorthand. High 


Victoria Embankment, London. W.C.2. 


math., musical, with CO 
HING exp., excel, test., wants 


England. Tel: Skipwith tox eh 


any sphere anywhere 


Intermediate Examination : May 5 and 6, 1948. 
Preliminary Examination : May 4 and 5, 1948. 


Candidates are requested to make their own arrangements for 


propriate forms must be lod before 
with the undersigned. clan Toes 
A. A. GARRETT, 
Secretary. 


. 





educated, energetic, know e of M.E. countries and affairs 
MM., SN STATISTICAL 


(incl, research), 
. post 





Write. Box 





| 3EVX-SUDAN Go Offic well- 
and old-established manufacturers in Birmingham employing | E steer esx Iie ne Sa gg ans ASE). waned. 


RIDGE Graduate with admunistrat: udi rience 
Africa, ond tee ve and judicial expe oe 


association experience U.K., seeks post. 


LLL LL LL CC A Tt t-te te AD, 
ae (27), B.Comm, (2nd Class Honours), eight years’ business 
experience, desires position in U.K. or Empire.—Box 651. # 
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THE ECONOMIST, February 28, 1948 


Statistical Summary 


GOVERNMENT RETURNS 


For the week ended February 21, 1948, 
total ordinary revenue was {111,891,000 
against ordinary expenditure of £114,703,000 
and issues to sinking funds’ £80,000. Thus, 
including sinking fund~ allocations of 
{13,627,000 the surplus accrued since April 
Ist is {738,588,000 against a deficit of 
{337,946,000 for the corresponding period a 
year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 





—— 


Esti- - SS 

Revenue mate, we i Seg ical da 
alr ended | ended 

| web. | Feb. {Reb | Feb. 

22, 21, 22, | 231, 
| 1947 | 1948 | 1947 | 1948- 


~~ ORDINARY } i i } 
REVENUE i | 

Income Tax... ... [1086000 960,347'1010026' 47,956! 70, 

Sur-tax .........} 80,000: 59,742) 72, 1255) 4,250) 4, 


326 
700 
Estate, etc., Duties 155, 000} 131,689 149,879 2,940) 3,700 
Stamps... .. ++ | 57,000, 33,004, 48,080} 1,700: 1,000 
eS 206,000) 29,562, 31,070, 350, 1,000 
300,961 229,568 3,835 4,600 

Other Inland Rev.| ee 469, 620 66) 155 


Total Inland Rev. '1585000,1515774 1541498 61,097 85,481 




















Customs.......+- | 742, 460 547,108 704, 493 12 ,080, 14,236 
Excise .......++! | 668,540; 524, 100 575, 600 7,500 10,300 
bie scp prep 
Total Customs & 
Excise ........ 1412000) 1071208) 1280093, 19, 580) 24,536 
Motor Duties. ... .| “50,000 000) 48,249 47 885) 
Surplus War Stores 95,000! 121, 813, 166,742) 4, 140) “440 
Surplus Receipts) 
from Trading . 55,000) 40, 000 91,261) 
Post. Office (Net | 
Receipts) .....- ae 4,550) ee ™ 
Wireless Licences. ; 12,000, 8,210, 9 
Crown Lands... .. 1,000 840) 


Receipts from 
Sundry Loans. .! 21,000) 23,489 iio ei 
Miscell, Receipts. .| 270,000, 40,810, ain iw beat 


Secr-Bar seleiiie' 
Post Office....... 144, 230 115, 400 125, 850 3, 200! 3,150 


E.P.T. Refunds 49, 000) 144, 008, 20, cas 1,040, 284 


eee ce (see2230531 (3134352 3519916 69,5871115325 


Issues out of the Exchequer 
to meet payments 
(¢ thousand) 


Esti- een preeorene 

Expenditure mate, “Ray ee Week | Week 
IMT-48' 5 to | ended | ended 

| Feb. Feb. | Feb. | Feb. 


22, 21, 22, |}. 21, 
1947 | 1948 | 1947 | 1948 





ORDINARY 
EXPENDITURE 
Int. & Man. of 
Nat. Debt ..... 525,000) 442,581) 448,462; 7,332) 42,629 

Payments to N, 








Ireland. ....... 23, 15, 19,017 
Issue to Nat. Land 
Pua . ciwees be ~~ 50, ens 
Other Cons. Fund 
Services ....... | vere 7,063, 6,951 
Tetal 2 is. eee 556,000 | 556, 000: 515,344) 474 1430 7,332) 42,663 


Supply Services . pea 2684210,2146797, 66,815, 72,040 


Total Ord. Exp.. . 5191114|3199554, aesaatl 74,147/114703 








SeLr-BALANCING Es 
Post Office....... 115, 400 125,8 0 3, 3,150 











E.P.T. Refunds ss 04 20,624 a 
Total i. 0% 3384344 2.276 = 118137 





After rea Sxdibquer Datancss by £186,181 





51 
¢ =" Debt by Yi sok bus to 25,482 willion. 
NET ISSUES ({ thousand) 
P.O. and Telegraph... .. PORE mfatd ase Sears . 450 
RPT Rake wn cuh sa ve WOR PePO bar tey +a. “4 
Local Authorities Loans Act, 1986, set) &:, 4,900 
Co Cae ANNE CARDITIMRON 0» AOR 
Finance Acts, 1946 and 1947, Post-war Credits.... 661 





CHANGES IN DEBT ({ thousand) 
Ner ae ga Net REPAYMENTS 








Treasury Bills .... 39,367 3% Def. Bonds.... *3,678 
Nat: Savings. ..... 1,900 | 3% Ter. Annuities. 1,297 
23% Def. Bonds, . 929 | Tax Reserve Certs. 24,674 
Other Debt :— Other Debt :— 
External ...... 79,546 Internal ..... 790 
Ways & Means Ad- reasury Deposits 
WER. wes ene 81,205 by Banks.....,. 38,000 
202,947 68,439 
> 








* Including £2,943,000 paid off on maturity. 


FLOATING DEBT 








(4 million) 
Ways and 
Treasury 
- Means 
Bills Advances aon Totti 
Sen te. | Bet 
7 | Det 
y 
T Public of 
ender} Tap Depts. | Eng- Banks 
land | 
1947 | er 
Feb. 22 | 2165-0 | 2506-6 446-5 | e | 1508- 0} | 6626-2 
Nov. sleuns 2539°3)°337-7 | |1252- “5 | | 6379-4 
w 15 | 2250-0 | 2527-5| 346-7 | 135 | 1292-5) 6430-2 
w» 22 | 2250-0| 2579-7 339-1 | 6-8 | 1317-5 | 6493-2 
w» 29 | 2250-0 | 2561-0) 338-6} ... | 1337-5) 6487+1 
Dec. 6 | 2250-0 | 2582-2) 340-3} .. | 1372-5| 6545-0 
» 13) 2250-0| 2569-5) 325-1] .. | 1367-5/ 6512-1 
w» 20 | 2250-0 | 2605-4) 306-6 | G3 | 1377-0 | 6545-2 
« 31} 2250-0| 2550-7] 305-6 | ... | 140245 | 6508-8 
1948 i 
Jan. 10 | 2220-0 | 2516-3} 317-2 . leben 
» 17} 2210-0! 2474-3) 373-7} 1. | 1335-5 | 6393-5 
» 24/| 2200-0) 2626-6) 341-1] | 3330-9 | 6297-8 
» 31/2190-0| 2357-3} 371-3} .. |1329-5! 6248-1 
Feb. 7 2170-0 | 2351-5 301-6 | 4... | 1329-5| 6152-6 
»» 14| 2160-0 | 2307-4| 366-4. |2274-5 | 6108-3 
» 21} 2160-0 | 2346-8/ 447-6 | <. | 1236-5'6190-9 
TREASURY BILLS 
(£ million) 
Per 
Amount peecagt Cent 
Date ot of Allot- | Ailotted 
Tender Applied : at 
fered)" PP tted a Min. 
Rate 
IE cradles 
Feb. 21 | 170-0 | 277-9 | 170-0} 10 1-79 41 
Nov, 21 | 170-0 | 271-2 170-0} 1 1-70 53 
» 28 | 170-0 | 269-2 | 170-0} 10 3-02 53 
Dec. 5 | 170-0 | 300-6 | 170-0} 10 2-26 38 
» 12} 170-0 | 289-8 | 170-0} 10 2-66 45 
19} 170-0 | 274-7 | 170-0} 10 2-89 50 
% ae 170-0 | 288-1] 170-0} 10 2-73 45 
Jan. 2] 170-0 | 274-2 | 270-0} 10 2-99 52 
» 9 | 170-0 | 285-2 | 170-0} 10 2-63 45 
» 26} 170-0 | 251-2 | 160-0} 10 3-41 57 
» 23| 160-0 | 269-1 | 160-G/ 10 2-97 46 
” 30} 150-0 | 282-7 | 150-0} 9 11-56 % 
Feb. 6 | 160-0 | 276-5 | 160-0} 9 11-89 42 
. 13} 170-0 | 240-2 | 170-0} 10 0-92 67 
» 20 | 170-0 | 266-0 | 170-0| 10 0-16 52 


On February 20th applications for bills to be paid on 
Tuesday, Wednesday, Thursday, Friday and Saturday were 
accepted as to about 62 per cent of the amount applied 
for at £99 17s. 6d. and applications at higher prices were 
accepted in full. Applications for bills to be paid on 
Monday were accepted at £99 17s. 7d. and above in full. 
£170 million (maximum) of Treasury Bills are being 
offered for February 27th. For the week ended February 
28th the Banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 


















i Mimnan sii die eS 
Week Ended |,,1otals | 
Feb. 15, | Feb. 14, | Feb. 14, 
1947 || 1948 —— 1948 
Savings Certificates :— 
Receipts. ...... Ghee oe p ee 3,600 | 4,250 | | 198, 700 
Repayments ......+-++5+ 3,450 2,500 ns, 550 
Net Savings; os. seeeee+ss 150} 1,750) 80,150 
Defence Bonds :— 
Receiptse......+.4.- 2,500 710 | 62,415 
Repayments ............ 718 898 | 35,188 





noon . 27,227 


eee ew eeeee 





BANK OF ENGLAND 
RETURNS 


FEBRUARY 25, 1948 


ISSUE DEPARTMENT 





£ £ 
Notes Issued : Govt. Debt... 11,015,100 
In Circln.... 1231,610,931 | Other G 7OVt. 
In Bankg. De- Securities... 1338,201,324 
partment... 118,636,902 Other Secs... 713,307 
Coin other 
than Gold... 10,269 
Amt, of _Fid, 
Issué 2.1... 1350,000,000 
Gold Coin and 
Bullion (at 
172s. 3d. per 
oz. fine)..... 247,833 
1350,247,833 1350,247,833 


BANKING DEPARTMENT 





Capital ...... 14, bs 000 | Govt. Sees... 263,424, 079 
OM Seca 3, 887,944 | Other Secs. : 
Public Deps.*, 12,064; 470 | Discounts and 
te —_——— Pes ag -< oe 
Other ps. ¢ ecuriives.... 20,977: 
Bankers... .. 290,609,508 —_——— 
Other Accts... 93,324,262 32,254,786 
383,933,770 | Notess....... 138,636,902 
CAMs sc ccakce's 223,417 
414,439,184 414,439,184 


* Including Exchequer, Savings Banks, Conunissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 

















million) 
1947 1948 
Feb. | Feb, | Feb. | Feb. 
2 ll 18 25 
Tssue | 
Notes in nuietion ahs tx 1375-6)1247- 0)1235- se: 6 
Notes in banking dep | 
MMs isn bixvdie +45 194 4 103- 2 115- 0 118-6 
Government debt 
OECUEHINT:. . weuisivns ov Me 2 1349. - 21349: 211349- 2 

Other securities......... i 0-8! 0- ot Q- S 

GOD ing. sings od nn ces Q- 2) 

Valued at s. per fine oz. 72/3 172/ 173) 72/3 
Banking Dept. : | 
Deposits : j | 

22-4) 17-3, 1-6) 121 
285-2) 285-8 296-2) 290-6 
ea 92-3 93-6} 93-3 
367-8 395-4 401-4) 396-0 
} 
279-4| 276-0. 270-6) 263-3 
16-0, 10-6; 11-9} 11-3 
15-2} 23-8, 22-1) 20-9 
310-6 310-4) 304-6) 295-5 
ms ey 115-3 118-6 
| % | % | % 
“ Proportion "....i--s..+s | 28 re 26-1 28-7) 30-0 


* Government debt is fil, 015, 100, cay capital £14,553, 000. 
Fiduciary issue reduced from fi, 400 million’ to ii, 350 
millien on February 4, 1948. 


GOLD be SILVER 


s. Official buying price for gold 
remained at 172s. ae ide ounce ce throughout the week 
Spot cash prices were as follows 
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MARKETS e 
for you 


in AUSTRALIA 


Australia and New Zealand are rich 
markets to develop because of the 
relatively high purehasing power of 
Obtain @ copy of this book- their people. For trade, investment 
- from your” benRers' “or and travel lnforvantion, ask your 
irect from the Bank of 

New South Wales, London, bankers to consult e 


BANK OF NEW SOUTH WALES 


(incorporated in New South Wales with limited liability) 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
London Offices: 2% Threadneedle Street, E.C.2., ond 47 Berkeley Square, W.I. 





Trade with Canada 


We provide a complete and informed banking 

service for foreign traders through branches 

from coast to ‘coast. Correspondents the 
world over. 


London Offices—6 Lothbury, E.B. McInerney, Mgr. 
C.2. 


E. 
2-4 Cockspur St., S.W.1. L.R. Newman, Mgr. 


THE ROYAL BANK 


OF CANADA Over 690 branches in 


Canada, Newfoundland 
Head Office : Montreal eT ee 
Offices in New York and the West Indies, Central 


Paris and South America. 
Incorporated in Canada in 1869 with Limited Liability. 





_ UNIVERSITY OF OXFORD 


The Delegacy for Social Training proposes shortly to appoint a 
Senior Tutor (Woman), the appointment to begin as seon as possible. 
The stipend will be £600-£700, according to age and experience, and 
will be subject to the conditions of the Federated Superannuation 
System for Universities. Children’s allowances are payable under 
the system in force in the University. 

Applications for this post (six copies), with the names of three referees 
and a short account of the applicant's w walifications, experience, and 
academic career, should be sent before March 15th, to the Registrar, 
University Registry, tee whem further particulars ean be obtained. 
Testimonials are not r ired. 

The choice of the electors w wih not be- limited to those who apply. 


BALLIOL COLLEGE, ‘OXFORD 


The College pro -s shortly to. elect an Official. Fellow in Modern 
History as from September 29, 1948, and invites applications, to be 
received not later than April 17, 1948, 

Applicants should be prepared to teach mainly nineteenth and 
twentieth pont? Durcpesn history, and also political wearer The 
chotce of the College wil t be confined to those who appl 

Applications should be sent to the College Secretary, Balliol College, 
C Jsxford, from whom fur ther | details may be obtained. 


UNIVERSITY OF LONDON 


The Senate invite “Fopdon Rhee for the Readership in Public Administra- 
tion tenable at obo si of Economics and Political Science 
(salary £800-£1,000- tions must be received not later than 
April 27, 1948, by et 2 Registrar, University of London, Senate 
House, W. C.1, from who n0rs ‘urther particulars shauld be obtained. 


UNIVERSITY OF LONDON 


A course of five lectures on “The Transmogrification of Economics ’’ 
wil! be given by’ Prefesser t: Stigler (Columbia University, New York) 
at the London School of Economics, Houghton Street, Aldwych, W.C.2. 
on March Sth, 10th, 12th, 15th and 17th, at 5 p.m, Admission free, without 


ticket. 
JAMES HENDERSON, Academic Registrar, 


— 


“THE ASSOCIATION OF CERTIFIED AND _ 
CORPORATE ACCOUNTANTS 
ee early, PRELIMINARY TR et ease and FINAL 
EXAMINAT IONS. for candidates will be on Tuesda Wednesday 


and Thtirsday, Sth, “9th and 10th an xt tn Abe een. Belfast, 
Birmingham. Bournemouth, Bristol, Cardiff, Co Dublin nburgh, 
Glasgow, Hull, Leeds, Liverpool, Londorf, Manchester, cicmanione 
Tyne, Nottingham, Plymouth and Shemen, ‘and at such other Centres, 
if any, as cireurastances | may warran 


Entries must be received or wats re Apr ri} 1 1948, at the offices of 
the Association, 22, Bedford Squate Mipooos wi. 


~~ etaihald be “Goal Biienth ‘by (or. “Cunsenté 
at 22 Ryder Street, St. James’s, London, S.W.1. US. Representative : 











Press, Lisp... Fortugal St. Kinaswey, 


THE HONGKONG AND SHANGHAI | 
BANKING CORPORATION 


ncor porated in the Coleny of Hongkong. 
CAPITAL ee AND FULLY PAID UP - 
RESERVE FUNDS — Me odas. oh 
RESERVE tiashiry. ° . . * 


Head Office. HONGKONG 
Ubie. Manager Tae Howoveasce A. Monts, CBE. 
BRANCHES 
*Kobe 


Cotombo 

*Dairen 
Foochow 
Haiphong 

*Hamburz 
Hankow 

*Harbio 
lloilo 
Ipoh San Prancison aoe 
Jesseitor 


Shanghai 

Chungkin: Jobore Singapore 
* Branches not yet re-opened. 
London Office: 9, GRACECHUACH STREET, £.C.3 
HONGKONG & SHANGHA! BANK + parent ne saisaa # 

%, Gracechurch Street, E.C.5, a company eens affiliate 5 
The Hongkong and Shanghai Banking ee act as “Iésone end 
Trustee in approved cases. Trustee Comopanies, also Seneten't to the Corporation. are estabtished 
in Hongkong and Singapore. 

Pull pertieulars may be hed on application. 


REFUGE ASSURANCE COMPANY, LTD. 


Chie: Office: OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS 416,300,000 
ASSETS EXCEED 


€97,000,003 
CLAIMS PAID EXCEED ¢ 181,000,000 
11946 Accounts 


CIVIL SERVICE COMMISSION 


THE CIVIL SERVICE COMMISSIONERS announce an Open Comp 
tion for about 10 vacancies in the Statistician Class of the Home 
Service, to be held in 1948 concurrently with the com oe a 
Method I for the Administrative Class of the Home Civ 
with an examination on the same lines as for that Method saeed i 
certain additional subjects. Age limits at least 204 and under ‘on 
August 1, 1948. Entry as Assistant Statistician on the salary 
for men in London, of £360 x £25—£410 x £30—£720; higher starting 
for entrants with approved post-graduate experience. Salaries 
somewhat lower for women and for officers serving outside Lo " 
There are ees ef promotion to higher grades. §& nn . 
under the Federated Superannuation System for Universi : 

Further rticulars and forms of ap pplication obtainable "from 
Secretary, Civil Service Commission, Burlington Gardens, London, oa 


quating No. 2125: completed application forms must be received b 
y March 15, 1948. ¥ is 


ills 
((oxsuarax RESEARCH. te ‘man is required to ‘direct the Som ri 
Research Department of a food er ae. Company in 
Home Counties. The post is one of high responsibility, and a 
of outstanding ability and experience in this fleld is sought, He 
initiate. and plan a continuous programme of sample surveys, di 
the work of the Company's own staff of eee oe analyse 
interpret the results of their work, and make poli ee 
arising therefrom. He must not only be master of the 
Consumer Research in current use, but must be mainte “SP. . apt 
them to new uses and of improving upon them. The appoin 
carries an initial salary of at least £2,500, with superannuation rig 
to Bo’ in ere with full particulars of career and salaries ¢ 
°o x 


EXPT DIVISION of | large engineering ‘combine | in et 

er for er so tag SALES moe mn ute 
prosecution export promo in Engineering produc ing own 
correspondence. Applicants must have degree standar PE etna 
background and one fluent foreign language, also practi¢al experience 
in a a which involved independent commercial initiative. Previous 
experience dealing light engineering or technical products adva 
Contributory Pension Scheme. Salary offered, £420-£520 p.a., accor 
experience. —Apply Box 673. 










ASSISTANT EDITOR required by specialised economic journal al of 
4... international standing. Applicant, preferably between 25 and 
must be an able and: experienced pore ist, a keen, hard worker, 
sound education and some economic training. Good salary, tle 
to qualification. Excellent prospects. —Box 669. rhe: 


A YOUNG GENERAL MANAGER | “and ‘Comp any Director, until’ 
recently ener ene large firm with export subsidiaries, Orn 
600 employees and million turnover, seeks an appointment where 
work, fnitiative and proved administrative abilities will be encou 

and backed by progressive and determined of Directors. Excel 
home and foreign commercial and governmental contacts. Alt 
accustomed to income of £2,500 per annum, ft is emphasised 
remuneration is secondary to other consiperstions eee. Pre 

to reside anywhere in U.K., Canada, U.S.A., 8S. Africa, Aust = 
New Zealand.—Box 675. at 


act 
VACANCY exists on n the non- -residential “staff of of an an ‘old-establi: 
4\ and successful Gorneepondanee College for an ot 


ienced 
, oa must hold appropriate Degree, preterabiy 1 Honout 
x 



















pt aa 


Postal B $ 4 
Tuition for Ba Cc. 


The Jandom Unieibe 5c. Shon, Dagees i 2 valosbie auallinatiog. tot statisticas, rear te 
and welfare work in commerce and industry, and for teaching or administrative posts Wale 
Education authorities, eto, The degree is open to all, mattncun ‘Galdeenty elaidenes You 
may prepare for the three cxaminations at home under the experienced ad sedeence of! 
Hall (est 1): toderat« foes avabe by instalments if Jeared. 
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